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LETTER OF TRANSMITTAL

. B U.S. SENATE,
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS,
CoMMITTEE ON GOVERNMENTAL AFFAIRS,
Washington, DC, December 11, 1986.
Hon. WiLuiam V. Rots, Jr., , )
Chairman, Committee on Governmental Affairs, Washington, DC.

DeAr MR. CHAIRMAN: I am herewith transmitting for printing as
a committee print a series of research papers addressing the
theme: “Coping With Change: Rural America in Transition.”

These papers were prepared for a conference which was held re-
cently at the Hubert H. Humphrey Institute of Public Affairs at
the University of Minnesota. This conference was sponsored by the
Foundation for Future Choices, a non-profit organization whose
mission is to identify, research and publicize innovative alterna-
tives for the delivery of public goods and services. Conference co-
sponsors included the Otto Bremer Foundation, the Public Securi-

.- ties Association, the Independent Bankers of Minnesota, the Na-

tional Farmers’ Union, the Association of Minnesota Counties, the
Citizens League, the Council of State Governments, the Minnesota
Association of Townships, the National Association of Towns and
Townships, the Minnesota Project, and the State and Regional Re-
search Center of the University of Minnesota. Special thanks for
organizing this symposium and for granting the Subcommittee per-
mission to reprint papers prepared for the conference go to Marta
Goldsmith, Executive Director, and Jim Knoblach, Program Direc-
tor. _ ;

These research papers analyze numerous intergovernmental
issues associated with the current economic crisis in rural America,
and they identify a series of innovative policy responses for consid-
eration by Federal, State, and local governments. This volume ex-
pands upon and complements the issues addressed in other recent
hearings and reports prepared by the Subcommittee on Intergov-
ernmental Relations, including “Governing The Heartland: Can
Rural Communities Survive the Farm Crisis?”’ which examined the
public revenue implications of the agricultural recession, and “Tar-
geting Federal Aid,” which addressed the relationship between fed-
eral grant-in-aid formulas and State and local fiscal capacity.
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Because these papers examine e neea  -rras ~mmmunities in
every region of the country, sad b ey 1 tify practical
policies for coping with social in an era of
fiscal constraints, I believe th::: ¢ oa valuable commit-
tee print for both’ Members of ~» gen+=ral public.

Sincerely,

JAVE rfpm’NEL“&GER
- Sukbooe *mztte& on
~ernm:nital Relations. .
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MEETING THE CHALLENGES FACING RURAL AMERICA
(Keynote Address by U.S. Senator Dave Durenberger to a Conference on Coping
With Change: Rural America in Transition, Sponsored by the Foundation for
- Future Choices, Humphrey Institute, University of Minnesota, December 2, 1986)
I'm here, like all the rest of you, because I care deeply about
what I see going on in the heartland of America and its impact on
the people of rural Minnesota. But, I'm also here because I'd be the
first to admit that I don’t know all the answers, o

In fact, I believe most people don’t understand clearly the full
scope and nature of problems facing rural families and communi-
ties. Despite all the debates and issue papers, and despite all the
new faces coming to Washington out of the 1986 election, it seems
to me that no one has yet:found the answers to the ‘“farm crisis” or
to the very serious problems facing the Iron Range or other dis-
tressed rural communities. o
. Clearly, all of us will have to adjust our focus to better identify
the fundamentals of the changes which are taking place . . . and
how we can cope with these changes. That’s one reason I helped

_establish the Foundation for Future Choices which is the principal
sponsor of this conference. ‘

" This new national foundation has as its primary mission the pro-
motion of new and more innovative ways of financing and deliver-
ing public services. At the heart of such innovation is the potentinl
for consumer choice and provider competition to enhance both the
quality and cost e.fectivenéss of public services. ,

It's significant that one of the first tasks undertaken by the foun-
dation we call “Choice” has been organizing this conference on
coping with the changes going on in rural America. ,

Perhaps one way to begin this challenging task is to understand
- that rural America is in the throes of transition in at least three
important areas—transition in the rural economy; transition in the
traditional intergovernmental partnership; and transition in the
delivery of public and private services.

' TRANSITION IN THE RURAL ECONOMY

Over the past few years, we've all become aware that Minnesota
is rapidly becoming a state with two economies—a prosperous,

growing economy centered in the Twin Cities . . . and a depressed
agricultural and mining economy in much of the balance of the
state. ,

Over the past few months, it’s become equally cler> that this
dual economy phenomenon is paralleled in the nation as a whole.
It’s now generally accepted that the United States is developing a
two-track economy: One centered in major cities, especially on its
coasts; the other centered in the nation’s breadbasket and states .

@
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- which are dependent on natural resources and traditional smoke- -
" stack industries. : ' .
. 'The ‘two coasts are enjoying economic prosperity and growth, -
fueled by the high tech revolution, an expanding service economy, -
and international trade and finance. S ,
- In stark contrast, many states and communities across America’s
- -heartland are in recession—or even depression. Some communities
-are suffering from -depressed. prices and rapidly declining asset
values in agriculture. Others are suffering from the oil shock. Still
- others are feeling the effects of the decline in mining and manufac-
turing, particularly where foreign-based competition is involved.
‘The reasons for the economic hardships vary, but the effects on
individuals, on families, and on communities are virtually the
same—in Southwestern Minnesota, on the Iron Range, or in oil de-
pendent communities in West Texas or textile dependent communi-
ties in South Carolina. o '
~  We all know the hardships involved for individuzls and families
suffering from poor ecoromic conditions It's been a brutal eye-
opener for me to hear farmers in machine shed meetings around
the state tell how they’ve been forced to give up land which has
been in the same family for generations; or to visit with steelwork-
ers my own age at the Silver Bay union hall and the Foreign
Legion Club in Babbitt who know they will never again have a job.
_ Less well known than these effects on individuals are the effects
the rural crisis is having on rural communities. Tl
_ Research: conducted by my Subcommittee on -Intergovernmental
Relations documents what many of you already know—that the
rural crisis is a crisis for governments and for commurities . . . as
much as it is a crisis for individuals and for families. -

In a study entitled “Governing the Heartland: Can Rural Gov-
ernments Survive the Farm Crisis?”’ my subcommittee fourd that
rural governments are just beginning to feel the fuli eifects of the
recession that has gripped the farm belt since 1982.

_Falling land values have eroded the property tax base by up to
25 percent in 'some states. Property tax delinquency rates are also
rising rapidly—up seven-fold in Nebraska since 1981. ,

As you well know, service demands on many local communities
are growing at the same time—as economically troubled farmers
and small business owners seek financial and stress counseling,
income assistance, job retraining, and other services. _

This is not a phenomenon which is affecting only local govern-
ments. Many states are feeling the pinch, too. Six of the eight
states included. in this study saw tax revenues grow more slowly
than the national average. Four actually had to cope with declines
in revenues. Many have been forced to make drastic, mid-year
budget cuts in the past two years.

So, the farm crisis is clearly a crisis of governments and of com-
munities—as much as it is a crisis of individuals and their families.
But, that’s just the tip of the iceberg. This symposium will look at
..what is happening to rural governments in non-farming areas, as
well . . . from depressed mining communities in northern Minneso-
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"’ ta and the mountain states . . : to distressed shoe and textile man-

ufacturing communities in rural New England and the southeast
‘ . to long-term pogkets Qf povert.y in Appalachia and the Missis-

e 51pp1 Delta.

Despite their diversity, rural governmenta in all these areas face
a common problem: Undiversified economies that are sub;ect to
wide and sudden shifts in income and prosperity.

Wldely differing rural communities also face a common chal-
,lenge the challenge of “capmg ’"’th change as they strugglé

in a permd of unparalleled ex:onomlx: transmo*l from a basic indus-

trial economy to a ‘giant bazaar.” This transition has been fueled
. by embargoes, huge deficits, and an overvalued'American dollar. It
has been worsened by economic problems and debts in many coun-
tries Whl(;h have traditionally been good customers for our prod-
ucts.”. . and by tough competition, much of it subsidized, from in-

dustrial;zed and developing countries alike,

© . All of these factors—and more—have contributed to the current
glut in the supply of a vanety of products ranging from oil to
wheat to iron ore and steel . . . the products that have formed the

. economic base in rural areas.

THE CHANGING INTERGDVERNMENTAL PARTNERSHIP

For all rural governments-=whether they're in Southwestern
‘Minnesota or Northeastern Georgia—coping with economic change
is cm(liy one of the challerges to be faced in the months and years
ahea

A second, reinforcing challenge is posed by the transition now
underway in our intergovernmental partnership—particularly in
the role the federal government has traditionally played in helping
local governments do their job.

For the last 20 years, the challenge for local governments in our
federal system was how to cope with more . . . more federal pro-
grams . . . more federal money . . . more federal mandates. All
were trends that began in the 1960s and blossomed in the 1970s.

Today, communities are finding new meaning in yet another
message from the 1960s: “Less is more.” Less federal aid and less
: ?cfess to taxiexempt financing at a time of even more federal regu-
ation

This trend is shown dramatically in the charts below which trace
changes in federal spendmg prlﬂl‘ltlES from 1980 to 1990,

During those ten years, “nondefense discretionary and budget”
expenditures will have dropped from 26 to 12 percent of the federal
budget. That category of spending includes most programs which
* benefit rural America.

. grown from nine to 15 percent c:f federal slzendmg, defense frorn 23
~ to 27 percent; and entitlements and other mandatory and offsetting
receipts from 42 to 48 percent.

The bottom line, in other words, is that rural America is put in
the position of fighting for a shrmlﬂng share of a shrinking piece of

the budget pie.
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“"" We are now in our fifth year of gradual reductions in federal aid
to state and local governments. That’s not news to most of us in
this room because rural areas have already borne.a disproportion-

v ' ate share of those cuts’in federal TOETAMS.

‘The “Governing the Heartland” .study, done by my subcommit-
tee, found that, between 1982 and 1984, total federal aid to local

e governments. as a whole remained steady in current dollars, al-

though it fell modestly when adjusted by inflation. In the 102 ag-
dependent counties examined by the study, however, federal aid de-
- clined by 18 percent during the same three-year period, L
- . 'The loss of General Revenue Sharing will only make the dispari-
'ty worse. Revenue Sharing makes up about 22 percent of the feder-
al aid.received by local governments nationwide. But, in ag-depend-
ent areas, Revenue Sharing accounts for almost 45 percent of feder-
. al aid. The loss of Revenue:Sharing, in other words, will hit rural
~ local governments more than twice as hard as it will hit local gov-
ernments in general.

GOOD NEWS AND BAD NEWS IN TAX REFORM

Tax reform also raises new challenges for rural local govern-
ments. When local officials ask me how they'll be affected by tax
reform, I ask what they want first . . . the good news or the bad
news. The good news is that the majority of people in America will
come out ahead under the tax reform bill we passed last year. The
bad news is that local government officials are not in the majority,

One culprit is how the Senate’s version of tax reform—and its
treatment of tax-exempt bonds—got taken to the cleaners in Con-
ference Committee with a House bill no one wanted: the House di-
luted a good Senate bill. That’s especially bad news for rural gov-
ernments . . . many of which have made very creative use of tax-
exempt bond financing—in infrastructure replacement, in low and
moderate income housing, and in economic development.

The loss of federal aid and the ability to use tax-exempt bond fi-
nancing would not be nearly so serious if the federal government
gave up the business of drafting mandates and regulations and
then imposing them on increasingly cash-poor local governments.

. Many of these mandates are important and fulfill legitimate na-
tional purposes . . . to protect our environment, for example, and
guarantee the basic human rights of all Americans. But they all
carry a price-tag. And you know who ends up paying the bill. -

BOTH LONG AND SHORT TERM SOLUTIONS NEEDED

To combat these disturbing trends in the intergovernmental
partnership—and its impact on rural governments—I believe we
need both an immediate and a long-term strategy. ,

In the short-term, I have proposed a successor to General Reve-
nue Sharing called Targeted Fiscal Assistance—or TFA, for short—
which seeks to preserve the best features of Revenue Sharing while
meeting the tough test of fiscal responsibility required by today’s
unconscionable federal deficits. - ]

TFA uses half the money now going into General Revenue Shar-
ing and focusses it on communities that need help the most. At a
‘time of $2.2 trillion national deficits, the federal government does

11



" can hi

b

; .n::pt have revenue to share wﬂ;h Beverly Hills and Palm Springs.
But, by targeting aid to thosé communities who need it most, TFA
p even out fiscal disparities between communities and pro-
,wdg a safety net for basic’public services. ) )

- The formula in my TFA proposal makes a lot of sense for rural
America since most-rural communities end up getting more money

-+ -than they would under Revenue Sharing. The map below shows
" how Minnesota towns and counties do under TFA ¢ompared to Rev-

. enue Sharmg You can see what looks like a where lopzided donut.
There's:a hole around the Twin Cities, where funding is less
needed -and would be cut. And, there is a circle of “winners”
. around the remainder of the state which end up with more aid.
. Mﬂst other states look about the same.

"-In addition to TFA, I’ve made two other short-term proposals to

deal with -the fiscal prnb]ems facing rural communities: The first
will be an attempt to fix some of the most serious problems we've
created for local gnvemments in the taxsexempt bond section of the
1986 Tax Reform Act.
- And, the second is what I've c:alled my “Maﬁdates Bill” which
forces the federal government to “put up or shut up”’—to cough up
the money to pay for any new mandates it places on local govern-
ments.

But, these. shnrtsterm prnpasals won’t solve all the problems
rural cnmmumtles are facing. As a longer-term strategy, I believe

that the forces of change require a more rational and principled
sorting out of responsibilities among different levels of government.

Some of the better minds in both parties—my colleague; Senator
Dan Evans, Governors Bruce Babbit and Chuck Robb, and others—
have- glven this subject a lot of thought over the past couple of
years. We’ve come up with a proposal for redefining the relative
roles of the federal, state and local governments that I like to call
““Responsible Federalism.”

Senator Evans, and REPI‘ESEHtEthEE Tom Downey, Bill Frenzel,
Martin Sabo and others joined with me in introducing this prapusal
in the Congress in October. That bill was just a beginning, designed
to start a dialogue on fundamental reform. We intend to be back in
the }OOth Congress with a revised and improved version of our pro-
posa

CHANGES IN THE DELIVERY OF PUBLIC SERVICES

Finally, beyond the changing economy and changes in what I’Ve
called the “intergovernmental partnership,” there are a third set
of large challenges facmg raral areas—changes in the way basic
public and private services are delivered.

Historians who look back on the 1980s may end up making fre-
quent references to what I like to call the “Law of Large Num-
bers ” For better or worse, many of the public and private services
we've all taken for granted are bemg expgsed to the rigors of the
marketplace.

We see it all around us—in the deregulation of airlines and bus
service, in the breakup of AT & T, and in the changes going on the
way health care is delivered all over America.

12
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Gone are the days when excess revenues generated by larger or
more efficient operations in one area might be used to subsidize
smaller or less efficient operations elsewhere. “Robbing Peter to
Paul,” in other words, is out. Paying our own way, is in.

That makes a lot of sense. It’s fair. It’s efficient. And, generally,
it works—for everyone, that is, who's fortunate enough to be fa-
vored by the Law of Large Numbers. But, there are fewer custom-
ers—or customers with fewer dollars—as there are for many serv-
ices in sparsely populated rural areas—the “Law of Large Num-
bers can have devastating effect, especially on the short-term.

That’s hard to explain to someone who is paying less to fly from
coast to coast than it now costs to fly from the Twin Cities to Inter-
national Falls. ,

But, it's real. Just ask Senior Citizens in the dozens of small
towns in Minnesota which have lost their bus service in the last
couple of years . . . or farmers and other shippers to communities
which have lost their rail service. In many cases, the rails have
been pulled up . . . the rights of way turned into bike trails . . .
the depots turned into restaurants and museums. B

In some services, we haven’t yet seen the full effects of the “Law
of Large Numbers.” ,

But, there is very real fear that continued deregulation of phone
service, for example, will drive monthly local rates out of reach for
low income rural families . .. while a lack of competition will
mean_ that many rural families and business won’t share in the
long distance cost-cutting which is benefitting many of us in urban
areas.

I also know from dozens of meetings I’ve held around the state
over the past couple of years that there is very real fear that com-
petition will force dozens of smaller rural hospitals in Minnesota to
close . . . denying residents of those communities access to emer-
gency care, long-term care, and other vital health services. o

And, I know that there is also very real fear that continued de-
regulation of banking and other financial services will deny farm-
ers and businesses in rural areas access to reasonably priced cap-
ital—capital that'’s essential to finance the jobs and new facilities
and new equipment which will be needed to keep rural America
populated in the decades ahead.

NEEDED: NEW WAYS OF DELIVERING SERVICES

To begin to address these problems and fears about what lies

ahead, we do need to do a better job of understanding what is hap-
pening to important public and private services as a result of the
“Law of Large Numbers.” And, we need to identify new and most
cost-effective ways of delivering many of those services.
. This state is already finding, for example, that access to air serv-
ice does not necessarily mean access to a 140 passenger jet . . .
that access to inter-city passenger transportation does not require a
$160,000 deluxe motor coach . .. that shippers associations and
“short-line railroads” can be organized to deliver reasonably priced
freight service. ) - ) )

Every hospital can’t—and shouldn’t—be in the business of per-
forming every test and every procedure known to medical science.

13
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But, many rural hospital are discovering a wealth of new services
to deliver—from wellness and nutrition counseling and education
programs, to housing and long-term care options for seniors, to
emergency and outpatient surgery services which are vital to the
communities they serve.

As I mentioned at the outset, it's significant that the Foundation
for Future Choices—which has asg its primary mission the stimula-
tion of debate nationally on new ways of financing and delivering
public service—has chosen this conference—on Coping with Change
in Rural Areas—as one of its first orders of business.

But, as has been true so many times in the past, the real an-
swers to how rural communities cope with chsnge will not come

from a national foundation . . . or from well-meaning elected offi-
cials in Washington. 7
Those of us in Washmgton can help . .. and we must do our

part, particularly in easing the effects of the economic and inter-
governmental changes I've discussed here tonight.

But, the real leadership—and the best of the new ideas—are
going to come from the Countryside Councils, and the McKnight
Rural Initiative Funds, and the regional development commissions,
the mayors and county and town board members, and others who
care deeply about the challenge facing Rural America.

- Each of us here has an obligation to do our part in meeting that
challenge. We owe it to ourselves—and to those who follow—to do
nothing less.

14
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(By Richard P. Braun)*
INTRODUCTION

Transportation is among many public concerns which face the
state and nation on a continuing basis. Just how important is
transportation to the state and national economy and what kind of
priority does it deserve? I would like to discuss some of these issues
with you here today, with special emphasis on the importance of
the transportation infrastructure to the rural economy and to rural
economic development. ) o

The transportation infrastructure provides basic support for all
rural economic activity. It is an essential factor in the economic de-
velopment and growth of the state and nation. The rural transpor-
tation infrastructure links rural America with its cities and towns,
links the cities and towns with each other and links rural areas
with the rest of the nation.

Transportation costs are an important consideration for business-
es planning expansion or relocation. Access to markets is often the
most important factor in business location decisions. Minnesota is a
cagse in point. Because Minnesota’s location is somewhat remote
from world and national markets, transportation costs constitute a
larger share of the price of products produced in the State. Im-
proved transportation facilities mean reduced transportation costs.
Reduced costs are reflected in faster shipping, higher load capac-
ities, reduced vehicle maintenance costs and improved safety.

Many factors affect the success of rural businesses and industrial
ventures—weather, the cost of raw materials, market prices and
human_resources; but transportation is THE factor singled out
most often by rural business leaders who are concerned with the
costs and the means by which supplies, products, and people move
across the State. )

The expense of transportation accounts for a considerable por-
tion of the cost of commodities and manufactured products on the
Minnesota market. Businesses are always working to keep those
expcnses down. When transportation costs increase for whatever
reason, busir.esses lose and workers, communities, and consumers
suffer the effects. The State’s economy declines. When business
does well, all prosper.

THE COST OF POOR ROADS

The cost of poor roads is felt by all sectors of the state and na-
tional economy. A book entitled “Bad Roads”, authored by Pat
Choate in 1983, outlined many of the direct and indirect costs of

;Difél’:ti;f: é:enter for Transportation Studies, University of Minnesota.
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poor transportation. The report points out that bad roads create
five basic types of direct economic costs:
Increased fuel consumption

The Congressional Budget Office reports a 40% increase in vehi-
cle operating costs in vehicles driven on very poor roads. In addi-
tion, a 1979 study by the Transportation Research Board (TRB) and
a 1980 study by the American Association of State Highway and
Transportation Officials (AASHTO) showed that pavement condi-
tion can make a 10-30% difference in vehicle fuel efficiency.
Increased wear and tear on vehicles and premature depreciation

A Swedish study showed that road condition can influence tire
life by as much as 50%. Road condition also effects many other ve-
hicle components including springs, shock absorbers, wheel align-
ment, etc.

Increased labor costs

Reduced speeds and delays due to blocked roads, closed bridges
and traffic congestion increase labor costs. In one study U.S. Steel
incurred over §1 million in increased labor costs due to re-routing
caused by deficient bridges in the Pittsburgh area.

Increased accidents

~ Highway design and condition have a significant impact on acci-
dent rates—the fatality rate on the Interstate system is less than
half that on the average U.S. road. The Insurance Information In-
stitute estimates that road accident-related losses rose from about
$10 billion in 1960 to over $57 billion in 1980. These losses are re-
flected in increased insurance premiums.

Increased construction and repair costs

A 1979 TRB study showed that deferred capital improvement
costs are up to 160 percent higher than improvements made on a
timely basis.

Indirect and hidden costs of neglecting transportation needs are
also very real. Econometric studies prepared in 1983 by the Trans-
portation Systems Center at MIT defined the devastating impact
on the American economy of neglecting transportation. Based on
the MIT study, if the deterioration of the nation’s highways is per-
mitted to continue, the annual costs to the economy by 1995 would
be as follows: )

A 3.2 percent loss of Gross National Product;

A 8.0 percent increase in the consumer price index;

A 5.9 percent decline in disposable income;

A 2.2 percent decline in employmen:; and

A decline in labor productivity of 2.7 percent in manufactur-
ing and 3.6 percent in non-manufacturing activities.

In view of Transportation’s key importance to the state and na-
tional economy, the devastating effect of deteriorating roads on the
economic vitality of the state and nation is clear.
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- TRANSPORTATION INFRASTRUCTURE NEEDS

In order to give you some idea of the magnitude of the transpor-
tation infrastructure problem we face, I would like to turn briefly
to my own State of Minnesota, with which I am most familiar.

Mn/DOT has direct responsibility for the 12,100 mile state trunk

highway system. This system consists of approximately 28,600 lane
miles of highways 3,685 bridges over 20 feet in length, 475 inter-
changes, and 77 rest areas. o )
_In December of last year, Mn/DOT prepared a report on the
State’s highway infrastructure needs to the year 1995. The study
found that approximately 5,700 miles (47%; of the state trunk high-
way system are over 35 years old. Of these 5,700 miles, about 3,150
miles are 50 yearc old or older. In addition about 356 state trunk
highway bridges over 20 feet in length are deficient in load, width,
clearance, condition or a combination of these factors. About 40
percent of the state trunk highway system is rated in poor or fair
condition while about 43 percent of the state trunk highway gystem
is restricted to vehicle weights of less than 10 tons per axle during
the spring. o

The life cycle for the state trunk highways is estimated to aver-
age about 50 years. Roughly 3,100 miles of state trunk highways
are already over 50 years old and are a backlog of overdue im-
provements, and about 1,000 miles of state trunk highways will re-
quire service or capacity improvements within the next 80 years to
accommodate increased traffic or to improve traffic flow.

Based on a 50 year life cycle, 735 miles of road improvements are
required in Minnesota annually, including 400 miles of resurfacing,
145 miles of reconditioning, 90 miles of recomstruction, and 100
miles of major construction. B , N

The current highway improvement program falls far short of life
cycle needs—averaging only 400 miles annually. These 400 miles
include approximately: 200 miles of resurfacing, 100 miles of recon-
ditioning, 75 miles of reconstruction, and 25 miles of major con-
struction.

Overall, the shortfall in state construction funds is estimated to
be about $3.4 billion, or about $340 million per year, from 1986
through 1995, ) ,

I would also like to peint out that the impacts which the various
modes of transportation have on Minnesota’s rural economy are cu-
mulative and interrelated. We all know that efficient commodity
movement is essential to rural Minnesota’s economic health and vi-
tality. And yet the number of rail miles in the state has decreased
from about 9,500 miles in 1929, to 8,000 miles in the mid 1960’s, to
only 5,300 miles today. In 1985 alone, 225 additional miles were
abandoned. We anticipate that another 1,100 miles will be aban-
Soned within the next 10 years, effecting 150 additional communi-
ies. .

These rail abandonments have in turn added an estimated
170,000 truckloads annually to the state’s highways. As a result,
road maintenance and preservation costs have risen substantially.

The state’s highway infrastructure needs to 1995 include: catch-
ing up on past due rehabilitation, the required regular cycle of re-
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habilitation and resurfacing, and required service or capacity im-
provements. -

Speaking again from the perspective of my own state, the Minne-
sota Departinent of Transportation has identified the following key
issues whirh will impact the state’s transportation infrastructure
during the 1980’s:
Urban congestion

The continued growth of the Twin Cities Metropolitan Area
(TCMA) compounds the congestion on the region’s major routes.
Construction costs, social an< environmertal impacts, and public
acceptance are immense problems. Too often new roads simply are
not built and old roads are not enlarged to serve the traffic de-
mands of today and tomorrow.

 Recreation and tourism

These increasingly important industries attract millions of visi-
tors to and throughout the state. Transportation to and within the
attraction areas compete with the demands to move agricultural
commodities.

Heavy truck movement

_Minnesota’s location is remote from most major markets. Effi-
cient, low cost highway freight transportation is essential to main-
tain Minnesota's competitive position.
Road strengthening

State and Federal Legislation have created networks of 80,000
pound routes. Approximately 43 percent of state trunk highways
must be restricted to less than 80,000 pound gross vehicle weights
during the spring thaw. Since most of the state highways were not
built to carry 80,000 pound trucks increased rehabilitation and
maintenance costs can be expected.

Road life

Most of the State Trunk Highways were built during two pri-
mary construction periods, the 1980’s (to get farmers out of the
mud) and post World War II. About 26 percent of the state trunk
highways are over 50 years old and 47 percent are over 35 years
old.
Road condition

Roads that are rough or in an advanced state of deterioration
tend to increase driver discomfort and vehicle operating costs. Ap-
proximately 40 percent of the State Trunk Highways are rated in
poor and/or fair condition. The rehabilitation of these roads is nec-
essary. In this respect I believe Minnesota is a typical state.
Bridge deficiencies ‘

As stated earlier, more than 850 bridges are deficient in terms of
safety, load capacity, or clearance. The orderly replacement of defi-
cient bridges is needed.
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Motor vehicle efficiency

While the amount of travel on the State Trunk Highway System
continues to increase, the fleet of motor vehicles is becoming more
fuel efficient. Thus, more travel is occuring but less fuel is used.
The motor fuel tax is the major source of state revenue for high-
way construction. A means is needed to continue the current levels
of rad maintenance, preservation and improvement and to provide
funding stability for major projects.

Economic development :

The revitalization of rural Minnesota requires the ability to
move commodities, serve recreation, and reduce trahsportation
costs. A major investment in highway improvements is necessary
to help insure growth and development in all sectors of Minneso-
ta’s economy.

STRATEGIES FOR MEETING THE NEEDS
Any overall strategy for meeting the needs of the rural transpor-

tation infrastructure must be based on several key considerations
or action steps. Such action steps should include the following:

Identify future infrastructure needs
_The report recently issued by the National Council On Public

Works Improvement entitled ‘“The Nation’s Public Works: Defining
The Context” emphasizes that in recent years numerous studies of
public works needs at all levels of government generally have con-
glu%e_d that a significant gap exists between needs and available
funding. )
Based upon last year’s biennial report to Congress entitled
“Status of the Nation’s Highways”, travel between now and the
year 2000 is expected to grow at an annual rate of from 2.0 to 2.74
percent, slightly less than in the decade of the 1970’s.

By the end of the century however, America’s highways will
need to accommodate 40 to 60 percent more travel than in 1984.
With our knowledge of present conditions and this estimate of
travel demand, we can estimate the likely wear and tear on the
system and identify what types of improvements and the costs of
those improvements which will be needed to achieve desirable
levels of future highway performance. B ,

_ Between 1983 and the year 2000, approximately 41,000 miles of
Interstate, 334,000 miles of arterials, and 636,000 miles of collectors
will require capital improvement to maintain serviceability. In ad-
dition, a number of new facilities will be needed, especially in areas
experiencing rapid growth, to facilitate .and permit economic

growth and development.
Increase the productivity of our transportation investment
This will involve « variety of approaches including:
More efficient office management and data processing;
Improved personnel management and training;
The use of automated pavement management systems;
Use of flexible standards for road design and pavement res-
toration;
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Maximizing the use of computer-aided design, word process-
ing and automated drafting; ) ,

The widespread application of value engineering principles
to highway and bridge projects; ) )

The evaluation and use of alternate designs for bridges;

The application of pavement recycling technology for high-
way reconstruction and maintenance; ) )

_ Application of a funding mechanism that will base vehicle
charges on the distance they travel, what travels that distance
and perhaps even when—to improve road user tax equity and
more efficiently tie costs to benefits; )

Increase the stability in federal and state funding. Highway
projects often require long lead times of from 6-8 years from
the concept and planning stages, through environmental
impact analysis, evaluation of alternatives, preliminary and
final design and finally contract letting. Significant variations
or actual disruption in funding availability destroys the conti-
nuity of the project development process, results in an ineffi-
cient use of resources and causes project delays, all resulting in
higher costs and reduced productivity; )

Continue to explore private sector contracting to produce
transportation services. In 1982 a report entitled “Many Pro-
viders, Many Producers” was published by the Hubert Hum-
phrey Institute at the University of Minnesota. I believe the
report offered some very innovative proposals for restructuring
public expenditures. The report points out that there is a difs
ference between providing public services and producing those
services. While the decision to provide a public service may be
a political one, that service often does not have to be produced
by the public sector. The competitive private sector can often
produce the mandated service at lower cost and with greater
efficiency than the public sector.

A key strategy for mceting transportation infrastructure needs
through increased productivity will be the application of highway
demand management and modification, rather than capacity ex-
pansion. Ridesharing, whether carpooling, vanpooling or the use of
mass transit, is likely to see increasing use as total trip making
continues to increase on the nation’s existing, mature highway
system. Other inplace demand management techniques such as
remote freeway traffic surveillance and control are also likely to
see increasing use.

In addition, new and innovative demand management tools are
vigible on the horizon. Electronic road pricing is one such concept,
made possible by recent advances in e%ectronie vehicle identifica-
tion technology. It involves electronic vehicle identification tech-
niques, known variously as Electronic Number-Plate (ENP) in
Hong Kong and as Heavy Vehicle Electronic License Plate (HELP)
in the “Crescent Study”, currently underway in the United States.

The primary aim of the Hong Kong pilot project was to test Elec-
tronic Road Pricing as a traffic management and transportation
planning tool. All vehicles were equipped with an ENP, made possi-
ble by recent advances in micro-electronic and telecommunications
technology. The ENP is detected at various points in the road net-
work and data relating to vehicle identification, vehicle location,
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and time of day was transmitted to data processing centers. Vehi-
cle charges were based upon location and time of day, as these fac-
tors relate to system congestion. The pricing system was very simi-
lar to that used for long distance telephone calls, where charges
also relate to location, time of day and system congestion. The ex-
pelrimlent showed the technology for such a system to be simple and
reliable,

The Heavy Vehicle Electronic License Plate (HELP) System cur-
rently under investigation in the “Crescent Study” is an integrated
truck traffic monitoring system. It combines automatic vehicle
identification, weigh-in-motion, and automatic vehicle classification
technologies with a computerized data communications network.

The HELP system gives the _trucking industry information
needed for fleet management and control and for business plan-
ning. It gives government information needed for facility planning
and management, vehicle taxation, size, weight and speed enforce-
ment, crime detection, and monitoring and managing hazardous
materials movement. )

Enhance transportation research efforts

Substantial benefits will result from increased study in both
“hard” (engineering, materials, grading and drainages, ete.) and
“soft” (system management, value engineering, planning, etc.)
areas of highway research. For many years the ongoing research of
the National Cooperative Highway Research Program (NCHRP),
within the framework of the National Academies of Sciences and
Engineering, the National Research Council, and the Transporta-
tion Research Board, has done yeoman work in research efforts
aimed at advancing the state of the art in transportation techrolo-
gy and services, )

.The federal-state partnership in highway research has proven
highly productive in improving highway technology. The current
research programs need to be continued, In addition, the focused
Strategic Highway Research Program flowing from the Strategic
Transportation Research Study needs to be supported.

The ‘pending House and Senate highway-transit program reau-
thorization bill vould both provide federal funding for the Strate-
gic Highway Research Program in the amount of ¥4 of 1% of feder-
al highway program funding. This program offers great promise in
terms of improving long term highway investment productivity and
in terms of preserving the nation’s transportation infrastructure.

I believe that the new Center For Transportation Studies at the
University of Minnesota, along with other such institutions
throughout the country, have a key role to play in this important
aspect of preserving our material infrastructire.

Explore altérnative methods to increase available funding

A variety of potential sources for increased highway revenues
were discussed at the National Conference On State Highway Fi-
nhance which I chaired, held last August in Smuggler’s Notch, Ver-
mont. Among the sources discussed were the following:

Local option motor fuel taxes;
Toll financing;
Leasing airspace;
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Tax increment finaneing; )

Financing highways with general revenue sources, including
property taxes, income taxes and sales taxes. These sources
may be especially appropriate for financing specific projects at
the local and metropolitan level; )
~ Special benefit fees, perhaps best used in major growth areas
for capital expenditures, to supplement primary revenue
sources; , , ) )

Private participation in financing highway and transit
projects may be especially useful in accelerating vital projects
in states and areas experiencing rapid development. In Minne-
sota, one approach we have used to bring the public and pri-
vate sectors together is the North Star Workshop. The objec-
tive of the most recent such workshop held last May, was to
alter the perception that government alone is responsible for
providing the infrastructure necessary for economic develop-
ment;

Debt financing, requiring increased efficiency in financial
management and most appropriately used as part of a long
range strategy rather than as a tool to react to funding crises;

User fees, with special efforts to reflect changes in fuel effi-
ciency and vehicle size and weight, while maintaining tax
equity among various users and vehicle types. 7

Strategies to provide the funding needed to preserve and main-
tain the transportation infrastructure must be developed in an en-
vironment which includes state and local elected officials, develop-
ers, road user groups and the general public.

FINANCING INFRASTRUCTURE RENEWAL-—THE STATE AND LOCAL ROLE

In discussing how infrastructure reneival should be financed, I
would like to first of all discuss the appropriate role of the various
levels of government, with special emphasis on highways. In April
1985 the American Association of State Highway and Transporta-
tion Officials (AASHTO) released a report entitled; “A New Focus
for America’s Highways: Recommendations on the Federal-Aid
Highway Program.” This report outlines the great need for high-
way infrastructure renewal and also discusses what AASHTO, rep-
resenting transportation officials from all 50 siates, believes are ap-
propriate roles for federal, state and local government. Report find-
ings and recommendations include the following: o ,

AASHTO member states estimated that total highway in-
vestment requirements from all sources, federal, states and
local on the present Federal Aid System would be between $26
billion and $30 billion per year from 1987 through 1995. Those
figures are conservative and represent only a minimum of
identifiable requirements. ) o )

Rather than the current practice of spreading limited federal
funding inadequately among more and often conflicting de-
mands, a program to concentrate federal resources toward

those highway systems and project requirements which are of B

truly national importance was recommended. L
A System of Highways of National Significance should be es-
tablished to be comprised of the Interstate and, Primary sys-
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tems, plus bridges on all current federal aid highway systems,
to be permanently funded from existing Federal Highway
Trust Fund revenues. )

Continued federal funding is also required to assist in meet-
ing the substantial needs of state and local highways. A volun-
tary block grant to states was recommended for a Program of
Highways of State and Local Interest, to be comprised of the
Secondary and Urban systems, off-system bridges, and highway
safety other than construction.

In order to provide permanent federal support and to enable
a stable and predictable highway program, the Federal High-
way Trust Fund should be extended indefinitely and obligation
limitations eliminated. , B

With respect to the transportation infrastructure, AASHTO rec-
ommended that federal legislation similar to that now in place pro-
vides the best model for infrastructure renewal and improvement.
New federal transportation infrastructure legislation must pre-
serve intact the federal-state-local partnership concept embodied in
existing legislation. It has been demonstrated that user-oriented,
dedicated funding sources at the federal and state levels are essen-
tial to long-range transportation improvement planning and imple-
mentation. Any attempts to divert funding support from the exist-
ing user-supported transportation trust funds would be destructive
to the nation’s transportation infrastructure. , ,

State and local governments must monitor highway investment
requ.rements not met by federal aid and set state and local ‘user
tax rates to meet funding requirements. In so doing, state and local
governments have sought solutions to the imbalance between re-
quirements and revenues in two major ways: cutting costs through
management efficiencies and raising user fees and other revenues.

Under a federal program for Highways of State and Local Inter-
est, federal requirements and standards should be greatly reduced
or eliminated for project development procedures, design standards,
environmental assessment, and other federal mandates. In such
areas, state and local requirements should govern. Local and re-
gional variations in the age, design and use of the various parts of
the transportation infrastructure indicate that the determination
of needs and priorities should also be made at the state or local
level. Significant transportation infrastructure improvements can
be made at the state and local levels by (1) increased flexibility in
design standards, (2) expanded transfer flexibility among federal
funding categories, permitting a percentage of funds to be used
without restriction as to apportionment category and (8) further in-
volvement of the private sector in funding transportation improve-
ments.

Although the federal-state partnership approach outlined above
currently is supported by a majority of transportation officials, in
recent years several actions by the federal government have seri-
ously undermined this federal-state relationship. Congressional in-
action on program reauthorization, increased funding for “special”
projects, unnecessary nationwide construction standards, sanctions,
Gramm-Rudman-Hollings, and a large undistributed balance in the
Highway Trust Fund have all worked to erode the ahility of the
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states to best use the funds that have been dedicated specifically
for highway programs. o )

Consequently, a task force of the National Association of State
Budgeting Officers (NASBO) has recently approved a policy propos-
al urging that seven cents of the nine-cent motor fuel federal excise
tax be relinquished to the states. Of the remaining two cents, one
cent would continue to be allocated to mass transit assistance, and
the revenues from the other cent gasoline tax would be distributed
to the states as an unrestricted block grant on the basis of per
capita mileage.

While less than ideal in some respects, circumstances may make
such a “turnback” of federal programs to the states the preferred
solution to insure that the transportation needs of the nation are
met in an efficient and timely manner.

THE KEY: EFFECTIVE COMMUNICATION

Perhaps the single factor of greatest importance in meeting the
transportation infrastructure needs of rural America is effective
communication. Effective communication is the key underlying
factor in achieving transportation excellence. This is true because
transportation professionals don’t live in a vacuum. Others need to
become involved before action can take place. I believe that trans-
portation professionals have a responsibility tc communicate their
knowledge and expertise to decision makers and to the public.
They also have a responsibility to listen—and to translate public
concerns and priorities into planning and engineering decisions.

There are several messages that transportation professionals,
such as myself, need to communicate. The first message should be
that we are here to serve. This includes serving the public, busi-
ness, interest groups, and others. Secondly, we must emphasize
that in order to serve, we must address those transportation relat-
ed concerns and issues which our constituents may have. We must
also make it clear that, as transportation professionals, our pri-
mary mission is to provide excellence in transpertation. And final-
ly, we must emphasize that we need the resources to carry out our
mission.



RURAL INFRASTRUCTURE: ASSE3SING NEEDS AND DEVELOPING
ArPrOPRIATE PoricYy RESPONSES

(By Patrick J. Sullivan) *
INTRODUCTION

Public infrastructure—roads and bridges, water and sewer lines,
schools, hospitals, jails, recreational parks, and other structures—is
an essential compenent of a community’s standard of living and its
economic growth potential. An adequate level and mix of public fa-
cilities helps alleviate some of a community’s basic needs and
serves as an input to the production processes of private sector em-
ployers. Several years ago, alarms were raised about the deteriorat-
ing condition of the Nation’s public infrastructure, with dire conse-
quences predicted if steps were not taken to reverse infrastructure
investment trends. While the consequences were not dramatic
enough to keep public works on the front page of our newspapers
for long, infrastructure remains a serious concern among public of-
ficials, developers, and the taxpaying public. )

_In recent years, concerns have shifted away from determining
the overall size of our “infrastructure investment shortfall” toward
developing ways to insure that our limited public resources are
used to further economic growth and wellbeing. What can govern-
ment do to encourage private sector growth while maintaining
safety and environmental standards? Who should be responsible for
building and maintaining “public” infrastructure? How best can in-
frastructure investment be financed in an era of Federal retrench-
ment and modest economic growth? These types of questions ad-
dress the infrastructure problems on a somewhat more practical
level than was common at the beginning of the decade. This paper
will address some of these issues with a particular focus on rural
infrastructure investment decisionmaking,

We begin with a brief consideration of infrastructure needs in
rural America—what does ‘‘need” mean, how should it be
measured, and what is currently known about the existence and
condition of rural public facilities? We then presert a framework
for developing appropriate policy responses to rural infrastructure
problems within an intergovernmental system. Based on this
framework, it is argued that Federal, State, and local government
policies which address the causes of public facility shortfalls should
replace policies which merely treat the symptoms. In general
terms, some options for addressing problems with planning, build-

* Chief of the Finance and Tax Branch, Agriculture and Rural Economics Division, Economic
Research Service, U.S. Department of Agriculture. The author wishes to thank J. Norman Reid
for providing many of the materials and ideas reported in this paper and Andi Baker for gener-
ously agreeing to type this manuseript on short notice.
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ing, maintaining, and financing public works are described for each
level of government.

INFRASTRUCTURE NEEDS IN RURAL AMERICA

The term “infrastructure needs” is not well defined in either the
literature or the public debate over public works investment levels.
To some, need is synonymous with desire, so infrastructure needs
assessments are viewed as government wish-lists, completely re-
moved from budget constraints and devoid of benefit and cost con-
siderations. To others, need is synonymous with demand, go infra-
structure needs are restricted to only those projects able to acquire
funding. Depending on how they are measured, estimates of unmet
needs can be very high or can approach zero [7].! To be helpful, the
concept of “infrastructure needs” should be examined within the
context of infrastructure’s role in meeting society’s demands in an
economically efficient manner. 7

Infrastructure is an integral part of the public service production
process. Stocier developed a simple diagram portraying public in-
frastructure as one of the inputs needed to produce goods and serv-
ices demanded by rural consumers and producers [Z4]. Figure 1 de-
picts Stocker’s view of the community service production. process.
On the right hand side of the diagram are listed the presumed eco-
nomic goals of government activity—improving the quality of life
and furthering economic productivity. Society attempts to meet
these goals through a combination of publicly and privately pro-
duced goods and services. Implied in the diagram are two facts
often overlooked in infrastructure needs assessments. First, while
governments tend to have primary responsibility for providing cer-
tain goods and services, society also uses private sector alternatives
to most of these “governmental” services.2 Thus, a service that is
provided by a governmental body in one community may be a pri-
vate sector responsibility in other communities. Second, infastruc-
ture is but one input into the public service product process; labor,
managerial talent, and other inputs also determine the quantity
and quality of public services.

! Ttalicized

mbers in brackets refer to items listed in the references section.
2 Govern i i

tal involveme the provision of goods a rvices is often viewed as desira-
when externalities are involved in the production or consumption of the prod when the
product is considered a "merit” good, when it has "public” good properties (i.e. provision bene-
fits all in a nonexcludable and nonrival way), or when it can be most efficently produced by a

monopoly.
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The adequacy of rural infrastructure is best judged by the quan-
tity and quality of public services they help produce relative to so-
cietal demand for these services, rather than by the capacity or
physical condition of the facility per se. Shortfalls in the capital
stock are determined by the least costly combination of additional
capital, labor, and other inputs needed to produce the desired -
amount and quality of public services. This perspective recognizes
the fact that different communities not only demand different
types of services from government, but may use different armounts
and types of capital facilities to produce their public services. The
need to account for demand considerations, variable input produc-
tion processes, and the costs and benefits of infrastructure projects
places a considerable data collecton and analysis burden on those
wishirg to measure the adequacy of the stock of public capital. For
this reason, virtually all of the studies purporting to measure na-
tional infrastructure investment shortfalls have been faulted on
methodological grounds. . )

Absent reliable estimates on the extent of infrastructure needs
across communities, what can be surmised about public facilities
needs in rural America? Several years ago the U.S, Department of
Agriculture attempted to inventory and assess the condition of
select types of pubﬁc facilities serving a sample of rural communi-
ties. The National Rural Community Facilities Assessment Study
(NRCFAS) collected and analyzed data on the fire protection facili-
ties, public water systems, hospitals, and other public structures
serving a representative sample of rural communities.3 The EEIIEF
al conclusion drawn from the NRCFAS is that most rural Ameri-
cans have access to at least some of the services produced by these
types of public facilities. Virtually all rural cities with populations
of 2,500 or more, and a majority of smaller cities as well, had
access to each type of public facility studied. Nonetheless, the
range and quality of service tended to %e directly related with pop-
ulation size—larger rural cities were “better” served than ‘were
smaller rural communities. Many more gaps in the availability of
public facilities were found for open country areas and for unincor-
porated communities [12]. )

By themselves the NRCFAS results neither prove nor disprove
the existence of a rural infrastructure problem. As we have already
alluded to, there is not always sufficient economic justification to
build new facilities where none currently exist. Nonetheless, the
NRCFAS results, when coupled with rural demographic trends,
suggest at least the potential for unmet infrastructure needs for
some rural communities. During the 1970’s population expangion
was especially rapid in small rural cities and i unincorporated
areas—precisely those the NRCFAS found most Jlacking in public
facilities. Since those communities often lack the organizational
structure to deal with major capital projects, it seems likely that
the pressures of growth may have resulted in overburdened facili-
ties in many communities [17]. ) ,

Of course, the presence or absence of a facility is not the only
measure of the adequacy of rural infrastructure. The condition of

3For a de;sr::rigti@n of the approach adopted for the NRCFAS, ses [11]. Study results are re-
ported in [/2 and 13]. .
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existing facilities, and their deterioration, are major concerns as
well, The NRCFAS collected a limited amount of information re-
garding the physical condition and investment plans of the rural
facilities inventoried. In 1980, some 18,600 rural communities had
insufficient fire protection coverage (lacked complete hydrant cov-
erage and 3,000 gallon tank truck capacity), indicating a potential
need for additional capital investments, The majority of these were
unincorporated communities [15]. Tho NRCFAS also found that 56
percent of rural public water systems lacked an emergency water
supply, that 26 percent were operating above their safe withdrawal
rate, and -that 47 percent were planning major capital improve-
ments. Responses indicated that these facility needs were experi-
enced by water systems throughout the community size spectrum.*
Thus, there appear to be infrastructure needs among rural service
providers; whether they pose serious problems for rural communi-
t;bes cannot be ascertained froin the information currently avail-
able. ’ :
Being a one-time survey, the NRCFAS did not provide informa-
tion on the extent to which the condition of existing facilities has
worsened. Evidence from an Urban Institute study of infrastruc-
ture systems suggests that municipal expenditures for maintenance
and repair were not sufficient to prevent deterioration in most
types of infrastructure during the 1970’s [9]. Although widespread,
the problem was judged to have reached serious proportions in only
a limited number of fiscally distressed cities [6]. While the Urban
Institutes’s study did not include rural communities, fiscal stress is
not limited to large cities. Reeder found that small, isolated, rural
communities may have experienced fiscal pressures equal to those
afflicting the largest urban centers during the 1970’s [10]. More re-
cently, the farm financial crisis and problems in the oil and gas in-
dustry have had a significant impact on State and local govern-
ment budgets [4]. It seems likely that rural public officials facing
tightening budgets, like their urban counterparts of the seventies,
may pursue a strategy of deferring maintenance on their capital -
stock to free-up funds for more immediate problems. Such a strate-
gy, if followed for too long, invariably leads to a marked deteriora-
tion in the physical condition and productivity of public facilities.
This scenario suggests that the public capital stock may be under-
going serious deterioration in some rural communities. Nonethe-
less, it should be emphasized that there is no statistically reliable .
evidence indicating that this condition is widespread, , )
In summary, determining infrastructure needs, even within rural
communities with their less complicated infrastructure gystems, is
not a straightforward task. Reliable evidence on the extent and se-
riousness of rural infrastructure problems simply does not exist.
However, there is convincing circumstantial evidence which sug-
gests that serious problems may plague some rural communities,
and given the number of rural governments facing financial prob-
lems these days, infrastructure problems may be widespread in
rural America.

< Based on uﬁpublisheﬂ tables produced by the Economic Research Service, U.5. Department
of Agriculture, i

A
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POLICY RESPONSE WITHIN AN INTERGOVERNMENTAL FRAMEWORK
If the circumstantial evidence is correct in suggesting that rural
infrastructure problems are widespread, who has responsibility for
alleviuting these problems? Unfortunately, there is no quick and
easy answer to this question. Supporting an infrastructure system
is a multifaceted task. The process of creating and using any cap-
ital facility involves the following steps, at a minimum:
Evaluating capital facility needs; )
Planning the type and location of the facility; .
Designing the facility; ,
Budgeting for facility lifecycle expenses;
Constructing the facility; ;
Operating it for the provision of services; and,
Maintaining and repairing it to extend its useful life. ,
The precision with which each step is carried out determines the
overall success of a locality’s infrastructure program. Poor perform-
ance at any step can reduce overall facility productivity and cause
perceived or actual facility shortfalls. Attempts to solve rural infra-
structure problems should concentrate on their underlying causes.
While unmet infrastructure needs are often blamed on a lack of
financial resources, the real problem may be a lack of appropriate
technology or managerial and decisionmaking skills and practices.
For rural communities in particular, the lack of small-scale techno-
logical solutions to infrastructure problems can needlessly add to
construction, operation and maintenance costs [29]. But even when
appropriate technologies exist, local government officials may find
them difficult to tap. Intergovernmental grant requirements and
even engineering rules of thumb tend to restrict decisions to a
small number of technologies—all to often, those wholely inappro-
priate for smaller communities.® , ) )
In addition, the small size and relative isolation of many rural
governments affects their ability to effectively manage complex in-
frastructure systems. Many rural governments have few, if any,
full-time employees; they find it difficult to attract and hold skilled
personnel; and, they seldom have procedures for systematically
evaluating their capital facility needs, scheduling repairs and re-
placement, or budgeting for facility costs over their useful lives [J].
As a result, many rural governments (and urban governments as
well) fail to devote the sustained attention infrastructure systems
require if they are to be efficiently operated and adequately main-
tained. Resulting shortfalls in service and facility deterioration
may be due less to tight local government budgets than to the lack
of good managerial practices. 7 o
Depending upon the cause of the problem and the type of facili-
ty, an intergovernmental response may be called for, with Federai
and/or State governments assisting or preempting local govern-
ments’ actions. The Federal and State governments have a legiti-
mate role to play in assisting local governments with their infra-
structure needs. Federal and/or State assistance may be warranted

. ® Even when rural officials are not legally prohibited from adopting c.rtain technologies, the
fear of litigation discourages local officials, consultants, and engineers from adopting technol-
ogies which do not meet Federal, State or even professional standards.
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when activities undertaken by one jurisdiction substantially benefit
(or harm) the citizens of other jurisdictions (i.e. when externalities
exist) or when widespread market failures affect the ability of local
governments to provide a minimally acceptable level of public serv-
ices. For example, economic justification can be made for gome
level of intergovernmental assistance in the treatment of
wastewater because of the benefits enjoyed by downstream commu-
nities. Likewise, the presumed failure of private capital markets to
adequately meet the capital needs of rural communities has been
used to justify Federal and State credit programs. o
Nationwide or statewide standards for locally provided services
(e.g., for merit goods) also require some degree of Federal or State
government involvement in local decisionmaking, although for
these cases involvement is ‘more likely to be in the form of man-
dates than assistance. In addition, other rationales for Federal or
State government involvement in local government finance exist, A
desire to reduce interjurisdictional disparities in public services
and economic growth may warrant Federal or State involvement to
counteract the efficient operation of private sector markets. An ar-
gument can also be made for intergovernmental assistance to cover
some portion of the cost various Federal and State mandates, regu-
lations, and restrictions impose on local jurisdictions, - )
Whether intergovernmental assistance should be in the form of
financial assistance, technical assistance, research and develop-
ment programs, information clearinghouse tasks, or through some
other form depends, to a great extent, on the causes of rural infra-
structure prnl;ﬁemsi_lf public facilities are allowed to deteriorate be-
cause of poorly designed maintenance schedules, then intergovern-
-mental construction grant programs would not be an efficient
policy response. Technical assistance and information dissemina-
tion could more directly address planning and management-related
infrastructure problems. Research and development programs
could be useful in addressing design-related problems with rural
public facilities. While general financial assistance and categorical
construction grants remain viable policy options for alleviating cer-
- tain types of infrastructure problems, they are not the only vehi-
cles Federal and State governments should use.

Federal response to rural infrastructure problems
. The Federal Government has been reducing its role in local in-
frastructure financing for several years [/6]. However, recent Con-
gressional activity suggests that the Federal Government may be
increasing its_influence over certain types of local government in-
frastructure. Federal policies mandating the State and local gov-
ernment sector to monitor and correct environmental hazards
through clean water, groundwater, solid waste disposal, and asbes-
tos legislation have the potential for greatly affecting local public
works investment requirements. While these trends are cause for
alarm among local government officials, they are not necessarily
inconsistent with ggc;%z other. .. : o o
Economically efficient decisions tend to result when decision-
makers compare project costs with project benefits. Looked at in
this light, the Federal contribution (direct and indirect) to local in-
frastructure investment should be in proportion to the national
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benefits of local infrastructure projects. For most types of infra-
structure, such a rule implies a fairly high percentage of State and
local government funding. Nonetheless, there are clearly circum-
gtances when suboptimal decisions will be made in the absence of
Federal 'involvement. Either because local financial resources are
inadequate, or because externalities prevent local jurisdictions
from charging appropriate fees to those benefiting from infrastruc-
ture, the nationally desired level of public facilities may not be pro-
vided. Thus, Federal aid should be allocated toward meeting na-
tionally desired investment needs unlikely to be filled by State and
local governments on their own. Since spillover effects are difficult
to:quantify, and since a considerable amount of game playing could
be expected if the Federal Government attempted to fund differ-
ences between local demand and national demand for public serv-
ices, a pure economic approach to meet national infrastructure
goals would be difficult to administer. One practical approach to
Federal intervention would be for Federal financial assistance to be
targetted to those communities most in need of financial agsist-
ance, and for Federal mandates to force more financially sound
communities to provide the minimum amount of governmental
services deemed desirable.® In response to record high Federal defi-
cits, this appears to be the approach currently being adopted by the
Federal Government. ‘

While we tend to think of intergovernmental assistance in terms
of grant and loan programs, the Federal Government has other im-
portant infrastructure-related roles to play. Federal efforts aiding
in the collection and dissemination of information, research and de-
velopment, and the improvement of rural government menagement
capacity may, dollar-for-dollar, benefit rural America more in the
long run than intergovernmental grant programs. Because of the
externalities involved, the Federal Government should logically
support efforts to improve the information base available for rural
decisionmakers, and support efforts to develop, test, and apply new
technological solutions to infrastructure problems.

Sound decisions about capital investments require good informa-
tion about both needs and alternatives. Not only is accurate and
timely data needed on the condition of infrastructure and on fac-
tors which affect the demand for public services (demographic and
socioeconomic data), but improved knowledge about the processes
for producing public services is also important. Frequently, avail-
able information is neither reliable nor appropriate for public deci-
sionmaking. Specific information needs differ considerably from
one level of government to another. The Federal Government,
through its data collection activities, cannot and should not at-
tempt to meet, all of the Nation's infrastructure-related informa-
tion needs. However, based on its data collection program, the Fed-
eral Government can assist State and local information gathering
efforts by defining corcepts and developing methods for measuring
® In a mobile society. National goals may dictate that local decisions be overriden when the

regult in public services below some national standard, It can be argued that nonlocal citizens

have the right to expect reasonably safe hghws /s, clean air and water, and adequate health
facilities anywhere they choose to go in the L niteg States.
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them, and by providing small-area demographic and socioeconomic
data on a regular basis. ,

In addition to accurate and timely information, policymakers
need knowledge about the important components of public facili-
ties, the factors that affect them, and their interrelationships with
other variables. Through its research and information clearing-
house activities, the Federal Government has an important role to
play in promoting a better understanding of the infrastructure
problem, the causes of growth and decline in demand for capital fa-
cilities, and the ability of public authorities at all levels to respond
to these changes.” By developing improved methods of ‘measuring
important concepts, such as the external costs and benefits of
public services, Federally-funded research can improve the ability
of State and local governments to gather data and apply it effec-
tively to public décisionmaking [74]. , )

A second, somewhat related area where the Federal Government
can make a much-needed im%»act 18 on the development and adop-
tion of new infrastructure-related technologies, particularly those
best suited for small governments. Here again, the significant spill-
over benefits associated with the development, testing, and adop-

tion of new technologies calls for some level of Federal involve-
ment. The private sector is likely to be particularly reluctant to de-
velop technologies appropriate for smaller producers or undertake
speculative long-range research and development projects because
of the limited profit potential associated with such activities. Gov-
ernmental support may be needed to encourage a concerted public/
private research and development effort aimed at producing short-
term and longer-term technological advances which could reduce
the cost of providing infrastructure-intensive services [71. ,
... Even when technological solutions exist, they provide little relief -
if legal, regulatory, or other barriers exist which discourage their
adoption. The National Council on Public Works Improvement
claims that safety concerns are a major impediment to the intro-
duction of new technologies because of the potential risk of failure
and the ensuing liability [7]. Federal efforts to reduce the risk of
adopting new technologies could further innovation by local gov-
ernment officials. Some combination of Federal testing and evalua-
tion of new technologies, tort reform, or liability insurance reform
may be needed to spread the risk of technological advances more
evenly. Federal efforts to develop meaningful safety standards for
rural public services could also reduce the insentive for local offi-
cials and engineers to “play it safe” by adopting stringent facility
requirements inappropriate for the demands placed on rural infra-
structure systems.
State response to rural infrastructure problems

Since local government is a creation of the State, subject to reve-
nue raising restrictions and a host of mandated procedures and
services, a direct financial role in rural infrastructure development
may bz desirable. The varied relationships between the 50 State
governments and their local governments has lead to a host of

7 Recognizing this Federal role, Congress created the National Council on Public Works Im-
provement in 1984 to examine a wide range of public infrastructure issues.
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State assistance programs. These include direct grants and loans,
indirect financial assistance (wherein the State acts as a financial
intermediary for its local government borrowers), and nonfinancial
assistance. % addition, States can also assist local governments fi-
nance infrastructure simply by removing revenue raising restric-
tions or by helping to improve the efficiency of local revenue rais-
ing measures [16]. As the Federal Government continues to alter
its role in local government financial matters, the States should re-
assess their responsibilities in this area. N

The State government can provide rural infrastructure either di-
rectly, through State built and operated facilities, or indirectly
through local governments. Table 1 provides some insight into how
each State chooses to divide the task of providing infrastructure be-
tween the two levels of government. It also indicates, in general
terms, how important State intergovernmental assistance is to
local budgets. While the extent to which these grant funds are used
for infrastructure remains unknown, virtually every State provides
grants which help local jurisdictions build, rehabilitate, or main-
tain public facilities [27]. o

As with Federal aid, State intergovernmental assistance will en-
courage economically efficient decisions if the size of the grant is
determined by the Statewide benefits from lo¢al government activi-
ties. However, the nature of the state-local relationship may dictate
that more weight be given to interjurisdictional inequities in reve-
nue raising capacity or economic growth potential than is evident
among Federal grant programs. Whatever the goal, care should be
taken to insure that it is local government service that is being
subsidized, not local government construction.®

TABLE 1.—STATE AND LOCAL GOVERNMENT INFRASTRUCTURE INVESTMENT IN FISCAL YEAR 1984,
AND STATE FINANCIAL ASSISTANCE TO RURAL GOVERNMENTS IN FISCAL YEAR 1982

Captal outeys Per capita nonmelro Sate aid, 1982

State Total State Slate ineal Bkl Share of
“and lac share Local Publie - focal
and focal  Stare education welfare Other uses revenes

‘millions  (percent) percent

United Staes........ o __$8139 414 SUTT2_ $2133  $066 381
Aabama.......c. _— ) 95 545 25900 1040 5242 415

Alaska...... it — 1,038 35.7 50412 75560  499.25 46.5
Arizona - - - 1,078 27.2 3163 3199 12899 411
Arkansss ......... - 3% 530 233.04 6.39 55.42 418
California.. - R 5,253 301 434.66 7534 25100 464
Colorado ..oomssmrsronrs . . 972 30.6 278.29 3530 16158 29.6
Connecticut ..... —— —_— 559 446 153.99 24.32 36.02 276
Delaware...... . . —— 194 67.0 38230 19.45 5.35 §1.2
District of Columbia - . 177 0.0 0.00 0.00 0.00 0.00
Florida.......... — S— 3,109 353 324.52 16.12 65.18 383
Georgia s - 1,298 414 260.18 6.19 21 343
Hawail....... , n 784 0.00 1746 64.52 122
Idaho . — 265 59.1 21152 10.93 62.38 374
ifingis ....... . . 2,668 466 214.00 27.46 54.99 3.2

oine and Walzer point out, even distribution formulaes based on measures of service
can result in inefficlent investment decisions. Secondary hi hwaf'y assistance based on the
number of highway miles maintained can encourage local o%ﬁcias to continue maintaining
roads even when the costs outweigh the benefits, [7].
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TABLE 1,—STATE AND LOCAL GOVERNMENT INFRASTRUCTURE INVESTMENT IN FISCAL YEAR 1984,
AND STATE FINANCIAL ASSISTANCE TO RURAL GOVERNMENTS IN FISCAL YEAR 1982—Continued

Capitat nutlays: - Per capila aonmetro Slale aid, 1982

State Tolal Stale  State Loeat Public 5'}‘?&'5'

and focal share sdimati
millions (percent)  Educalion wellare

Other vses revEnES
peicent

Indiana . —— — . 1,159 M8 254,51 26.51 67.18 .1
lowa......... - — — 868 49.7 213.30 40.49 B6.15 334
Kansas .....,oreee — - 649 394 218.97 12.88 31.68 223
KEMCRY vovvocsvrssescsssrsscrsssncss R 91 745 211.12 29.04 36.38 58.8
Louisiana... - strress st srgr st 1,656 513 7124 16.43 93.00 119
Maine - " - 213 445 221.14 1547 23.82 324
Maryland.......... . . I 1457 41,2 247.38 45.70 48.50 364
Massachuselts I - 1,012 430 137.47 18.58 78.11 203
Michigan .....ccoonnineec " - S 1,539 439 12743 17.06 158.77 28.1
- Minnesota......... . 1,309 349 40949 11690 15155 . 486
LT T — . , 464 514 276.14 21.06 97.18 432
Missouri ..... . _ 977 455 206.00 677 21,28 323
Moniana . etssaeein 33 515 233.85 26.77 29.37 239
Nebraska.... ..o sesarrssons s 457 495 . 12945 35.19 80.15 221
Nevada........coommssmssonnn s . . 387 303 428.47 25.27 231.80 41.2
NeW HampShire......c.ccconcesssssmssssssenses I 183 452 4575 28.87 76.68 16.0
New Jersey . o - 1,537 311 195.36 4126  130.89 282
New Mexico ...........conmevere . - 687 542 495.93 3006 11974 59.5
New YOrK......ooericsconne . —— 4,814 31l 374.68 376 209.69 434
North Carelina. s . e 891 502 351.38 12,35 53.03 50.1
North Dakota .....oovoviseesisnnn - 259 55.5 385.40 32.38 95.49 45.0
L1 T J— s T, 2,257 539 218,35 16.02 10324 38.0
OKlahoma ...ocecereccrnsinss . —_— 951 35.2 urLn 1.84 81.61 4.5
Oregon ST S . 649 132 321.15 2215 10233 - 35
Pennsylvania ... S —_— 2,040 36.0 254,85 18.02 49.56 . 422
Rhode Island — . . 174 710 215.54 445 24,64 771
Sauth Cardlina......... . . 535 474 281.06 9,25 32.92 40.5
South Dakota _— . . . 221 57.0 180.50 29.86 16.85 243
Tennessee . ; 1,050 49.2 173.05 1.89 61.31 322
[F - ” 4812 333 290.15 138 439 29.9
L1 O — . 561 50.0 332.13 25,32 32.56 329
Vermont - - " . 110 594 130.48 8.16 2.3 214
Virginia..... et v 1,060 534 231.20 33.38 3447 45.8
Washington, sesrbes s b an b o 1,515 404 419.88 5328 104.92 413
West Virginia ..... - 401 681 . 345.82 8.59 17.04 480
L0 — . st 1,215 29.0 24548 . 4.3 21.24 113
WYOMING covnrsisressmrsmmsrassrssssesssens . - 488 46.2 34382 ° 11484 197.18 26.3

Source: U.S. Bureau of the Census [19, 20, and 22),

In addition to intergovernmental grant programs, most States
also offer loans or other programs to help local jurisdictions borrow
money to finance their infrastructure investments. Direct loans,
State guarantees, State bond banks and revolving loans are all
used to funnel loanable funds to local governments. These pro-
grams are particularly helpful to small rural governments which
tend to be infrequent borrowers. Whether operating through the
municipal bond market, or in place of it, these nongrant programs
can help rural governments overcome barriers to financial markets
and obtain financing at affordable rates. If availability of credit is

a problem for rural borrowers, indirect State assistance can be
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helpful.” Nonetheless, it should be noted that there are limits to
the savings that can be realistically expected—limits that are often
much lower than program proponents believe [2],

As with the Federal Government, one of the most potentially
beneficial roles State governments can play in alleviating rural in-
frastructure problems is to provide nonfinancial assistance to rural
governments. States have long been involved in the supervision of
local fiscal affairs and in the provision of technical assistance to
local government officials. In the capital finance arena, State su-
pervisory activities have both positive and negative impacts. In the
infrastructure management area, the potential exists for signifi-
cant gains to be made through State technical assistance pro-
grams,10 )

State governments have a legitimate concern for the fiscal well
being of their local governments. Not only must the State take
steps to insure that its citizens are not victimized by their local of-
ficials, but it also has the responsibility of minimizing the effect
one government'’s fiscal crisis invariably has on the other jurisdic-
tions in the State. States typically require local governments to
follow specific accounting practices and to report budget figures to
one or more State agencies on a periodic basis. The vast majority of
States also place restrictions on the taxing and borrowing author-
ity given to local governments. While this oversight and superviso-
ry role cannot safely be ignored by the State, steps can and should
be taken to allow local governments the maximum degree of discre-
tionary authority that is consistent with governmental accountabil-
ity and soundness. State regulations which foster sound manage-
ment practices (through the imposition of generally accepted ac-
counting practices, for example), rather than imposing arbitrary
limitations and prohibitions on revenues, can be an important in-
gredient in the State’s role in financing local infrastructure.

In addition to their supervisory responsibilities, State govern-
ments are ideally situated to provide technical assistance on a
whole range of topics that affect local infrastructure decisions.
Rural governments, with their limited staffs, lack of easy access to
urban-based experts, and limited financial resources, are often in
need of State-provided advise on financial management, debt insur-
ance, facility design specifications, and other facility-related topics.
Because these topics are often unique to a State’s legal structure,
they are best covered at the State level. Management training pro-
grams, licensing and certification programs, debt validation pro-
grams, and technical information on facility design, alternative fi-
nancing techniques, and maintenance schedules can go a long way
towards solving management-based problems with our rural infra-
structure. ‘

® While it

) is generally believed that small, rural governments have a more difficult time issu-
ing municipal bonds, there remains a noticeable lack of statistical evidence supporting this view.
Based on 1977 munizipal bond sales data, Sullivan found that rural gov nents were able to
Lorrow at competitive rates [15]. Palumbo and Sacks also found rural governments were able to
borrow at rates similar to highly urban governments in 1982 (8], ) )

... '20ne of the recommendations of a recent Couneil of State Governments study was that
States should provide technicallsupport and management assistance for small and rural cormmu-
nity officials to use in their cgpit.EF improvement efforts. [5].

37 .




31

Local response to rural infrastructure problems

As has been argued previously, local governments have a signifi-
cant, and in most cases preeminent role to play in financing, oper-
ating, and maintaining public infrastructure. While local funding
of major capital projects can severely strain a community’s re-
sources, it is often the most equitable and efficient means of financ-
ing the construction and rehabilitation of infrastructure. This is
particularly true when there are few interjurisdictional benefits as-
sociated with the project. ,

A thorough discussion of the financing options available to local
governments attempting to fill their infrastructure needs is beyond
the scope of this paper.!! Nonetheless, it-should be noted that the
efficiency of investment decisions is also affected by the methods
used to finance the local share of infrastructure projects. Here too,
those benefiting from a project should be asked to bear the costs.
By relying more on user fees, special allocation bonds, and develop-
- er fees, and less on general taxes, local officials may better judge
what their constituents want when faced with the price of provid-
ing additional public capital [/8]. By relying more on bond financ-
ing and less pay-as-you-go financing, project payments can be
stretched out over the useful life of the facility. Not only does this
greatly reduce the need for year-to-year fluctuations in current rev-
enue collections, but in a world of imperfect tax capitalization, it
may improve the balance between the benefits and costs of capital
intensive services. ) )

While efficiency should be a major concern of local officials,
equity considerations also determine the preferred method of fi-
nancing the provision of public services. Local government reliance
on user fees to finance both operating and capital expenses has
been increasing over the past two decades. Taxpayer resistance to
rate increases, concern out government wastes, State imposed tax
and debt limits, and improved management capabilities have all
made user.charges and revenue bonds the preferred alternative for
raising revenues. Nonetheless, when local governments are in the
business of providing essential services, care should be taken fo
insure that low-income households have adequate and affordable
access to these services. - ) o

Economic trends in several regions (particularly the farm belt
and those dependent upon every extractive industries), and restric- .
tive State regulations may have placed many rural communities in
Precarious financial positions. Lacking the resource base, they are
often unable to deal with their infrastructure problems without
- Federal and State financial assistance. All the management capac-
ity in the world cannot prevent the infrastructure systems in many
of these communities from undergoing further deterioration in the
absence of intergovernmental aid, further depressing economic
growth potential. However, for many rural communities, local gov-
ernment officials can take steps to alleviate perceived facility
shortfalls. By changing their organizations; structures or adopting

1! For a deseription of the financing alternatives available to Jocal govertments, and a discus-
sion of their strengths and weaknesses from the rural official’s point of view, see [16],
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better capital budgeting and management procedures, better use
can be made of scarce governmental resources.

One of the premises of this paper is that management capacity—
human and organizational infrastructure—is potentially as impor-
tant as fiscal capacity in explaining why rural infrastructure prob-
lems evolve. Uninformed decisions on what facilities to build,
where to place them, and particularly how to maintain them may
be the basis of perceived and actual public facility shortfalls. If this
premise is correct, then judicious use of special districts and more
sophisticated public works planning and budgeting techniques
should help reduce rural infrastructure problems.

Researchers have noted that infrastructure maintained by spe-
cial districts with revenue raising authority is often kept in better
condition than infrastructure maintained with general governmen-
tal funds. Not only do dedicated funds for public works tend to
keep pace with needs better than general funds, but the isolation
special districts tend to enjoy from political logrolling may help ex-
plain their better track record on building and maintaining infra- -
structure. Unfortunately, this same isolation is the major drawback
of the special district form of government. A segmented approach
to providing infrastructure doesn’t easily allow rational compari-
sons between infrastructure investments. Thus, by protecting some
types of infrastructure, the political system may prevent a more
balanced approach toward solving overall infrastructure problems.

Preferable would be a capital budgeting and decisianmagdgg pro-
gram that systematically examines the costs and benefits of alter-
native public works projects, taking the maintenance and operating
costs of public facilities over their planned lives into account. A
well designed capital improvement program (CIP) which is part of
the general budgeting process should be able to capture some of the
benefits of special districts without suffering the drawbacks.!2 By
comparing life-cycle costs, identifying potential revenue sources,
and estimating project benefits, a CIP can help decisionmakers
make a well informed decision now, and plan for predictable ex-
penses in the future. With the help of Federal- and State-sponsored
research, computer-based CIP models could be tailored to the needs
of rural governments. , N

Finally, rural officials experiencing infrastructure problems be-
cause of continuing growth should consider growth management
techniques to help reduce increasing demands on infrastructure.
- Growth management need not imply building moritoria or even re-
duced rates of economic growth. By requiring developers to supply
their own infrastructure systems (or pay for the rights to use exist-
ing systems), local governments can_ often accommodate the in-
creased service demands that accompany growth. But there are
also innovative ways of altering demand which do not require addi-
tions to the capital stock. The National Council on Public Works
Imaprovement reports that Pleasanton, California was able to
reduce highway congestion by requiring (with the active coopera-

12 Of cotirae, there are other reasons for forming special districts. 'The benefits of mﬂn% types
of infrastructure systems do not fall neatly within exi ng governinental boundaries. sial
districts, with their more fluid boundaries, can better match infrastrusture benefactors with rev-
enue contributors, yielding more efficient investment decisions,

1
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tion of the business community) employers of 50 or more workers
to reduce the number of vehicles their employees used each day
during peak traffic hours [7]. An information clearinghouse at the
Federal or State level could encourage rural governments to adopt
these types of innovative approaches to reduce their infrastructure
investment needs.

CONCLUSION
Determining if an infrastructure problem exists and measuring

its weverity involves careful analysis, which represents only the
first step in devising an appropriate policy response. Where infra-
structure problems are judged to be severe, policymakers must also
know the underlying causes of the problem if cost effective solu-
tions are to ke developed and initiated. The circumstances contrib-
uting to an inadequate public capital stock include: inadequate rev-
enues, inappropriate financing techniques, inadequate facility man-
agement, and a lack of information and knowledge on the condition
of the infrastructure stock, the determinants of demand, and the
technological options available for meeting infrastructure demand.

Each level of government has a role to play in alleviating rural
infrastructure problems. Given the size of the Federal deficit,
direct financial assistance from the Federal Government is not
likely to increase for the forseeable future. However, the effective-
ness of Federal financial assistance could be heightened by target-
ting aid toward communities with revenue bases insufficient to
meet minimally acceptable standards of public service delivery.
Furthermore, there are numerous steps the Federal Government
can take to increase the flow of information to rural decision-
makers and reduce barriers to the adoption of innovative techno-
logical solutions to the rural infrastructure problem,

State governments, because of their special relationship with
their local governments, should normally be more involved in thke
local public works decisionmaking process than would the Federal
Government. This involvement may be in the form of financial as-
sistance (both direct and indirect), supervision, and technical assist-
ance. If properly designed, each of these State responsibilities can
help rural government officials recognize and correct their local in-
frastructure problems. For their part, local government officials
must accept the lion’s share of the financial responsibility for most
infrastructure investments. While this can severely strain local
budgets (and may overwhelm the revenue bases of many communi-
ties), in general, local funding should encourage more economically
efficient decisions. Better use of capital budgeting and management
techniques could also improve the ability of local governments to
effectively deal with their infrastructure problems within existing
budget constraints.

REFERENCES
[1] Chicoine, David L. and Norman Walzer. Financing Rural
Roads and Bridges in the Midwest. Washington, D.C.: U.S. De-
partment of Agriculture, Office of Transportation and Agricul-
tural Marketing, 1984.

40




34

{2] Forbes, Ronald W. and John E. Petersen. “State Credit Assist-
ance to Local Governments,” in J.E. Petersen and W.C. Hough
(eds.) Creative Capital Fmancmg for State and Local Govern-
menztgs %lﬂélgzagn Municipal Finance Officers Association, 1983,

p =

[8] Gessaman, Paul H. and Terese M. Janovec. Operational Char-
acteristics of Rural Water Systems in Five North Central States.
Ames, IA: North Central Regional Center for Rural Develop-
ment, 1982.

(4] G'auemmg the Heartland: Can Rural Governments Survive the
Farm Crisis? Report of the Subcommittee on Intergovernmen-
tal Relations of the Committee on Governmental Affairs, U.S.
%Sgﬁate Washington, D.C.: U.S. Government Printing Office,

{5] Hackett, Judith C. State Assistance to Small and Rural Gou-
ernments For Capital Improvements. Lexington, KY: Council of
State Governments, forthcoming.

[6] Hulten, Charles R. and George E. Peterson. “The Public Cap-
ital Stoclk: Needs, Trends, and Performance, American Econom-
ic Review, Vol. 74, No. 2 (May 1984) pp. 166-173.

[7] National Council on Public Works Improvement. The Nation's
Public Works: Defining the Issues. Washington, D.C.; National
Council on Public Works Improvement, 1986.

(8] Palumbo, Gearge and Seytnour Sacks. A Study of Rural Gou-
ernments in the Municipal Bond Market, ERS Staff Report.
Washington, D.C.: U.S. Department of Agriculture, Economic
Research Service, forthcoming.

[9] Peterson, George, et al. Benchmarks of Urban Capital Condi-
tion. Washington, D.C.: Urban Institute, 1983,

[10] Reeder, Richard J. Rural Governments: Raising Revenues and
Feeling the Pressure, Rural Development Research Report No.
51. Washington, D.C.: U.S, Department of Agriculture, Ecc-
nomic Research Service, 1985.

[11] Reid, J. Norman and Patrick J. Sullivan. “Counting Communi-
ty Capltal The Status of Rural Infrastructure,” in Outlook '84:
Pmceedmgs ) the Annual Agricultural Outlook Conference.
733572%gton, D.C.: US, Department of Agriculture, 1983, pp.

[12] Reid, J. Norman, et al. Availability of Selected Public Facilities
in Rural Communities, ERS Staff Report No. AGES840113.
Washington, D.C.: U.S. Department of Agriculture, Economic
Research Service, 1984.

[13] Stinson, Thomas F. Rural Fire Protection Fuacilities: Results
from the National Rural Community Facilities Assessment
Study, ERS Staff Report No. AGES860729. Washington, D.C.;
%gg Department of Agriculture, Economic Research Service,

[14] Stocker, Frederick D. Research Needs for Rural Public Services,
ERS Staff Report No. AGES840822. Washington, D.C.: U.5, De-
partment of Agriculture, Economic Research Service, 1985.

[15] Sullivan, Patrick J. The Cost of Metro and Nonmetro Govern-
ment Barrawmg; Rural Development Research Report No. 35.
Washington, D.C.: U.S. Department of Agriculture, Economic
Research Service, 1983.

41



35

[16] Sullivan, Patrick J. “Financial Resources for Infrastructure In-
vestment,” in T. Johnson, B. Deaton, and E. Segarra (eds.)
Local Infrastructure Investment Decisionmaking. Boulder, CO:

~ Westview Press, forthcoming. -

[17] Sullivan, Patrick J. and J. Norman Reid. “Rural Infrastruc-
ture: A Look at the Policy Issues,’” In New Dimensions in
Rural Policy: Building Upon Our Heritage, Studies Prepared
for the Use of the Subcommittee on Agriculture and Transpor-
tation of the Joint Econromic Committee, U.S. Congress. Wash-
é%gstcnj D.C.: U.S. Government Printing Office, 1986, pp. 388-

(18] U.8. Advisory Commission on Intergovernmental Relations. Fi-
nancing Public Physical Infrastructure, Report A-96. Washing-
ton, D.C.: Advisory Commission on Intergovernmental Rela-

~tions, 1984, 7

[19] U.S. Bureau of the Census. Governmental Finances in 1983-84,
Series GF84, No. 5. Washington, D.C.: U.S. Government Print-

~ ing Office, 1984, )

[20] U.S. Bureau of the Census. State Government Finances in 1984,
Series GF84, No. 3. Washington, D.C.: U.S. Government Print-
ing Office, 1984, ) ) i

[21] U.S. Bureau of the Census. State Payments to Local Govern-
ments, 1982 Census of Governments, Vol. 6, No. 3. Washington,

__D.C.: Bureau of the Census, 1984, .

[22] U.S, Bureau of the Census. Census of Governments, 1982: Fi-

nance Statistics [machine-readable data file]. Washington, D.C.:
__ Bureau of the Census, 1985. )

[23] U.S. General Accounting Office. EPA Should Help Small Com-
munities Cope with Federal Pollution Control Requirements.
Washington, D.C.: General Accounting Office, 1980.

42



RURAL INFRASTRUCTURE REQUIREMENTS AND RESPONSES IN
TRANSITION
(By Carol Shapiro Star, Senior Policy Agnlgst and Nancy Rutledge, Executive
Director, National Council on Public Works Improvement)
INTRODUCTION

Rural America is in transition, Major shifts in demographics and
farm and non-farm economies are affecting, among other things,
the demand for basic public facilities and services such as clean
water and safe roads and bridges in rural areas. These shifts are
also affecting the capacity of rural governments to finance such
services, The ability of rural governments to comprehend the
nature and magnitude of the changing requirements for public in-
frastructure services—and adapt to them—will have far-reaching
consequences for the quality of life and the economic viability of
these areas. ) , ,
Indeed, the ability of rural governments to react effectively to
changing demands and fiscal conditions has emerged as a central
issue not only to the future economic viability of these areas, but to
the well-being of the nation as a whole. Major shifts in federal

funding for infrastructure have descended upon rural areas at a
time when state and local revenues in many areas are also declin-
ing. Rural governments, therefore, will need to be especially well-
informed about options available to meet these challenges.

The purpose of this paper is to explore alternative strategies to
meeting the infrastructure needs of rural areas. The paper focuses
primarily on non-financial strategies and draws on practices that
have recently come to the attention of the National Council on
Public Works Improvement and appear to have merit.! It is not an
exhaustive survey. It is simply intended to widen the discussion
about alternative strategies to rural public works improvement
through examples.

Rural infrastructure requirements in transition

Today’s rural farm population, at approximately 5.7 million, is'a
fraction of the 30 million it was in the 1940's.2 Yet, America’s
farmlands are more productive than ever, requiring, as before, good
farms to market transportation networks. The rural non-farm pop-
ulation, by comparison, has more than doubled during the same
period. At approximately 56 million today, the growth in non-farm
population has brought new and different demands for public facili-

1 8ee “Financial Resources for Infrastructure Investment” by Patrick J. Sullivan, Economie
RtESEBi‘!;h Bervice, U.S. Department of Agriculture, 1986, for a thorough discussion of financial
strategies, B _ .

' 2 Btudies prepared for the Subcommittee on Agriculture and Transportation of the Joint Eco-
nomic Committee, Congreas of the United States. “New Dimensions in Rural Folicy: Building
Upon Our Heritage,” June 5, 1986, p. 42.

2
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ties in geographic areas that were previously dominated by agricul-
tural activities,

In spite of this large growth in rural non-farm population, Amer-
ica has Eteadlly lost rural population relative to the nation as a
whole. America’s rural population has dropped from more than 48
percent of the population to 26 percent since the 1920's.® Yet, there
is wide regional diversity behind these national averages. Partn:m
larly since 1970, hundreds of rural counties, many in the western
part of the United States, but elsewhere as well, have increased in
population.* This change was driven by the trend toward living in
smaller towns beyond the suburban fringe of cities, and a growth
in retirement communities. These rural communities often face a
rapid escalation of demand for new and costl Ly public infrastructure
services which exceed the local governments’ capacity to bring new
facilities on line and to manage them properly.

Rapidly expanding rural communities face different problems
than communities .dependent on declining industries, such as farm-
ing, timber and mining. Those communities, with declining popula-
tion, are searching for ways to maintain their existing capital stock
with fewer resources, Those hardegt hlt by the recent farm crisis

federal ald fnr pubhc infrastructure, further reducmg ‘their cspac—
ity to maintain an adequate level of public infrastructure services.

Many rural counties also face costly new demands for public fa-
cilities brought about by changes in technology which have ren-
dered existing facilities obsolete or unsafe. For example, new, heav-
ier trucks and farm equipment necessitate the construction of
wider, more durable bridges for rural roadways. These problems
affect growing and declining communities alike.

In sum, the demands for basic public infrastructure services such
as roads bridges, drinking water, wastewater collection and
wastewater treatment are changing as a result of population shifts,
changing tastes, and new requirements imposed by changes in
technology. Further, the ability of governments to meet these de-
mands has also changed, varying considerably by region and
county, This suggests that policy-makers must take into account
large local differences, including differences between growing and
declining communities, when remedial approaches to rural infra-
structure problems are mvestlgated

More than ever before, there is a need to define c:ornmunlty goals
that will provide a level and quality of infrastructure services to
suit community needs. Given declining resources, communities may
increasingly be forced to choose between fundmg one public facili-
ty, or.one service over another. It is conceivable that rural govern-
ments, like all governments with limited. resources, must choose to
cut back services in some areas to improve those deemed more cru-
cial to the economic well-being of the community. These kinds of
choices will require a thorough understanding of the communities’
priority investment needs and the consequences of funding deci-
sions.

3 Thid,, p. 42,
4 Thid., p. 43,
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Rural infrastructure problems: Are they unigue?

'The problems facing rural governments regarding the provision
of adequate public capital facilities are similar to the problems
facing urban governments. Both confront problems created by
public facilities that were put in place 25-50 years ago or more,
and are reaching the end of their useful life. Studies conducted by
the federal government reveal that rural, as well as urban, roads
and bridges are in great need of repair, although rural bridge defi-
ciencies account for the vast majority (90 percent) of all bridge defi-
ciencies in the United States.® Similarly, both urban and rural ju-
risdictions must contend with the growing problem of capital obso-
lescence: wastewater treatment facilities ill-equipped to deal with
today’s pollutants, bridges that are not structurally equipped to
safely handle today’s heavy trucks, and public facilities that do not
provide access to the handicapped, as required by law. ,

Other similarities between rural and urban areas include the de-
clining fiscal capacity of some jurisdictions, and the high cost of
capital construction coupled with more complicated requirements
for wastewater treatment and other infrastruciure services. Also,
the use of outdated management, capital budgeting and record-
keeping practices, ill-designed to meet the challenges of the 1980’s,
have led to prolonged deterioration of capital facilities and a fail-
ure to fund capital projects of greatest local importance in urban
and rural areas. Similarly, conditions vary greatly from one juris-
diction to another in both urban and rural jurisdictions, making it
unwise to target assistance accordingly. For instance, whereas

some rural regions have gained population, others have lost. Simij-

larly, some farming regions, such as the Northeast, have prospered
recently and other have not. Similar differences occur among
urban areas. In sum, solutions, that assist communities in meeting
the demand for public infrastructure services must address the
challenges faced by growing as well as declining regions and coun-
ties; urban and rural alike. ]

~ Nonetheless, while rural and urban areas share similar prob-
lems, some rural communities may be less able to cope with the
changing infrastructure needs, The rapid onset of changes, com-
pounded by the effects of the farm crisis and reductions in federal
and state aid, may have put rural areas at a considerable disadvan-
tage. Although the farm crisis is not likely to create a financial dis-
aster for rural governments,® it will produce revenue shortfalls in
farm-dependent states and localities.” Large drops in farm income
and resulting declines in the value of farmland significantly erode
the local tax base in some communities.® Ultimately, local services

will need to be cut back or taxes raised.

*National Association of Towns and Townships, “Roads and Bridges Falling Down: The Eco-
ica”, A Public Policy Seminar, April 25, 1984,

nomic Development Implications For Rural Ameri
p- 6

Heartland: Can Rural Governmenta Survive the Farm Cr ia?'" July 1988, p. 62, B
7See ACIR, “The Agricultural Recession: Its Impact on the Finances of State and Local Gov-
ernments,” June 1986, S , :
8 From 1980-1984, real farm incomes averaged only $25 billion in 1982 dollars, down nearly 40
percent from the average of the 1970°s. (“Gaverning the Heartland,” Op. Cit,, p. viii.)

B 6. . . .
8 Report of the Committee on Governmental Affairs Un;ted States Senate, “Governing the
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In Minnesota, the impact has already been felt. Taxable valu-
ations for agricultural land have dropped about 25 percent between
1983 and 1985.° Based on a recent Congressional study, revenue
shortfalls for eight agriculturally dependent states are, on average,
reported to be $106 per capita. If further drops in land values and
cuts in intergovernmental aid occur, per capita shortfalls could
exceed $250 for some areas.!® There are already numerous accounts
in the media of rural counties cutting back on essential public serv-
ices such as road maintenance, police protection and garbage col-
lection, as local coffers shrink and taxing limits are reached, 11

According to a recent United States Senate report, rural commu-
nities could probably manage the loss in revenues associated with
lower agricultural land values, if that was the only drop in reve-
nue, but they could well be in serious trouble when fa cec{: with the
combined effects of cutbacks in federal aid programs, the elimina-
tion of general revenue sharing and reductions in state aid (due to
existing tight budget situations at the state level). 2 Although feder-
al aid, including revenue sharing, comprises a relatively small por-
tion of the Jocal revenue base, between 1980 and 1985, federal aid
to state and local governments fell by 25 percent in constant dol-
lars, with rural governments feeling their share of those cuts. Cut--
backs in state aid, often the largest source of local revenues, can be

anticipated in states heavily impacted by the farm and oil crises,
and by other declining la’ng based economies such as timber and
mining. :

Although general revenue sharing is only a small part of local
revenue, its elimination will hurt general purpose governments in
agriculturally dependent areas twice as much as those in urban
areas.!? Revenue sharing comprised, on average, 44.5 percent of all
federal aid received by general purpose local governments in farm
dependent areas, compared with a national average of 21.8 percent
for all general purpose governments.14 Rural areas, also, have de-
pended heavily on general revenue sharing to support public
works. In a recent four state study of rural roads and bridges in
the midwest, 83.8 percent of the townships responding to a survey
reported using revenue sharing funds for rural roads and bridges,
with 84.5 percent of the funds allocated to roads.!5 ,

However, from the standpoint of the provision of infrastructure
services, short-term revenue shortfalls caused by unanticipated-
high rates of property tax delinquencies (or other revenue reduc-
tions) are not a major problem if they are temporary. Local govern- .
ments have often sacrificed maintenance and construction of public
works facilities to help ease them through a financial crisis. More
troublesome is the possibility that, for some rural communities,

51Ibid. p. ix. (The impact is already apparent in Minnesota, because assessed a:gficultursl land
value is based on actual market valtes as oppesed to the land's productive capacity, which is the
haaisrga'r some states’ assessments.)

io i

11 "Ruyral Counties Struggle to Maintain Services as Economies Falter and Revenue Sharing

Ends,” The Wall Street Journal, November 10, 1986,
!2"Governing the Heartland,” Op. Cit., p. xi.
131hid, p. 63.

14 Ibid, p. 76. . o -
'% Chicoine, David L. and Norman Walzer, “Financing Rural Roads and Bridges in the Mid-
west,” U.B. Department of Agriculture, Washington, D.C., October 1934, .
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this represents a fundamental (downward) shift in the size of the
tax base which is neither temporary nor accompanied by any de-
cline in the demand for services. More likely, in spite of declining
resources, service demands are rising in response to the changing
demographics of rural areas (e.g. transportation for rural elderly
and increased maintenance and construction costs that rise as cap-
ital facilities wear out or become obsolete.)

A few other distinctions also seem to suggest that rural areas
- may be at a greater disadvantage in dealing with infrastructure

_problems than their urban counterparts, First, the small size and
150lated character of rurdl governments may make it more difficult
for them to obtain (or afford) specialized technicai help needed
during this period of change. Second, their size may also limit their
access to capital markets. Lastly, the impact of recent rail aban-
donment has transferred traffic from rail to roads. In the rural
communities affected, this rail-to-road shift is increasing the wear
and tear on reads. In Illinois, the state thought to be hardest hit by
rail abandonment, 42 percent of the townships reported increased
truck traffic as a result of rail line abandonment. Of those town-
ships, more than 97 percent claimed the effects of increased traffic
as either somewhat or very pressing.1¢
Alternative approaches to addressing rural infrastructure problems—

an increasing State role?

The current federal budget deficit is likely to preclude a major
expansion of federal infrastructure programs. In fact, most commu-
nities will probably experience a continued real decline in the
amount of federal assistance available for public works imgarveé
ment. Thus, it is likely that state and local governments will figure
prominently in the development of remedial strategies for public
works improvements, ) )

This section examines several initiatives by gtates to assist their
local governments in the resolution of rural infrastructure prob-
lems. It also addresses anticipated problems with expanding state
assistance programs,

There is already evidence that the state role is growing in some
areas. Initiatives in the areas of innovative technology for
wastewater treatment activities, and state-wide financing mecha-
nisms—such as a state lottery in Iowa, and a revolving loan fund
in Washington are examples. However, recent aggregate analyses
of state aid have not shown state assistance for capital projects to
have creased to fill the gap left by diminishing federal capital out-
lays.?” And, there is no consensus about the financial or technical
adequacy of states to rescue local governments faced with an in-
ability to provide needed infrastructure services themselves. Con-
tinued reductions in federal aid for public works will, no doubt, en-
courage rural areas to examine state expenditures in this area.

Two examples of relatively low-cost state initiatives designed to
assist their rural governments however, are, noteworthy:

16 Ibid, p. 152. = T - .
., " Ledebur, Larry, William Hamilton, Deborah Matz and Lori Anderson, “Federal and State
Roles in infrasteucture,” A paper prepared for the Natienal Council on Fublic Works Improve-
ment, October 15, 1936. }
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Pennsylvania Department of Environmental Resources Leak De-
tection and Walter Resources Technical Assistance~-In response to
the unmet needs of small, rural jurisdictions to improve the man-
agement of their water supply, the Pennsylvania Department of
Environmental Resources (DER) establisheg a demonstration tech-
nical assistance project in the Susquehannah River Basin (an area
that includes more than one-third of the Commonwealth) to pro-
vide small, rural water systems with onsite technical assistance in
the areas of leak detection, personnel training, water meter man-
agement, and rate structure design. Recognizing that many rural
water systems are simply too small to afford the technical equip-
ment such as leak detection equipment, or the staff required to
properly maintain their systems, the state is offering to actually
perform leak detection and other management services on site to
assist small, rural water systems in their efforts to supply safe
drinking water at reasonable cost. , )

North Carolina’s Local Government Assistance Program.'8—This
program, although not new, has expanded to meet the state’s grow-
ing need for financial technical assistance for rural governments in
the provision of public works. The program is based on the state’s
diagnosis in the early 1930’s that many of its municipalities did not
understand how to use the bond market prudently. The state re-
sponded by establishing the Local Government Commission, con-
sisting of the state treasurer, auditor, the secretary of state, the
secretary of revenue and five appointees. Today, the Commission
has a staff of 22 that offers assistance to municipalities in prepar-
ing presentations for rating agencies, issuing financial reports, and
training local officials. The Commission also conducts an independ-
ent audit of the municipalities annually and maintains and pub-
lishes data on the financial condition of local governments.

In. addition, the Commission also reviews, approves and markets
local bonds. Local governments begin informal discussions with the
Commission 18-24 months in advance of the sale. The Commission
igﬁews the proposed bond issue and considers the following ques-
ions:

Can the locality sustain the additional taxes needed to sup-
port the issue?
Can the bonds be marketed at reasonable rates?
Is the issue sufficient to support the projects?
~ Is the project necessary or expedient? )

When the state ensures that these questions are answered af-
firmatively, the collateral backing the issue is dramatically im-
proved. After approval, the Commission prepares the official state-
ments, sets sales dates (so that the market is not suddenly con-
fronted with several bond issues in close succession), actively solic-
its bids, supervises the sale, and prints and delivers the bonds. As a
result, the interest costs to the municipality are reduced by 35-100
basis points, a considerable savings to a municipality.

Numerous examples across the country also attest to state gov-
ernment potential for assisting local governments in:

_ 18 This example is extracted from “Financing Economic Development in the South: Public In-
frastructure and Entrepreneurship’, paper prepared by Roger J. gaughsﬁ for the Committee on
the Future of the South, Atlanta, Georgia, May 1986, pp. 14-15.
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Infrastructure financing, through mechanisms such as the
Washington state Public Works Trust Fund;
Asgessing state-wide infrastructure needs;
Stimulating innovation, as evidenced in the implementation
of EPA waste water treatment regulations; and 7
Facilitating better intergovernmental cooperation through
governmental arrangments such as regional authorities, spe-
cial districts and River Basin Commissions, ,
States also can be instrumental in improving the capital plan-
ning process, stimulating the development of long-range plans (and
integrating them into the decision-making process), and improving
local management of public works financing and operations
through improved state oversight. A recent ACIR report, suggested
increased state oversight as a means of identifying local fiscal prob-
lems before they reached crisis proportions.!? Oversight also en-
courages standardized accounting practices among local govern-

" ments, a practice that could assist state and local governments in
the analysis of intrastate infrastructure conditions. As federal as-
sistance programs for certain capital projects wind down, such as
wastewater treatment facilities, and as local ‘governments increas-
ingly attempt to finance these projects themselves or through regu-
lar financial markets, there may be a greater need for state over-
sight and technical expertise.
Factors mitigating the polential State role
The ability of a state to assist local governments may depend on
the state’s own fiscal health., Although local governments may view
state aid as a potential resource during times of fiscal stress, states
may be forced to reduce aid to local governments if the states
themselves are suffering from financial stress.20 Also, the ability of
state aid programs to assist rural governments experiencing fiscal
stress may depend upon the extent to which the aid is distributed
according to need.2! ACIR recently examined state aid systems in
ten farm st.tes and found that in North Dakota, Iowa and Minne-
sota, there was a greater concern about distributing aid to local-
ities based on need than was found in the aid formulas of other
states (although the study is quick to point out that results are not
conclusive since they did not trace the actual flow of funds). .
A related point concerns the ability of state aid programs to ef-
fectively target assistance to specific rural infrastructure needs. To
date, some “innovative’” mechanisms have fallen short of expecta-
tions, failing to help those communities for which the assistance
was designed. In Pennsylvania, for example, a 1983 bond issue cre-
ated a $220 million low interest loan program for small rural com-
munities’ water supply needs. The program has had disappointing
results; the number of applications and loans issued fell well below
what was anticipated. It is suspected that even the heavily subsi-
dized loan rate has not lowered the cost of the improvements to a

also be distributed on the basis of where it was collected, or it can
n to local expenditures, assessed values or property tax Jevies.)
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level that small, rural community water systems can afford.22
Similar experierces in reaching targeted populations are reported
in programs in Washington and Virginia.
The changing local role

With or without greater state involvement in the provision of
public infrastructure, rural governments will need to gain a better
understanding of infrastructure conditions for themselves. They

will need to identify the most pressing investment needs and the
community’s financial ability and desire to make the improve-
ments. The analysis of the demand for infrastructure services and
the assessment of a community’s ability to pay for improvements
has, and will continue to be, the responsibility of local govern-
ments. However, with decreased state or federal assistance, and
with greater competition among jurisdictions for more limited state
resources, local governments will need to become more expert in
defining community needs and devising alternative solutions, in-
cluding financial strategies, if they are to fill the gap left by declin-
ing federal resources. In this regard, valuable lessons can be
learned from past mistakes as well as recent model efforts of a few
communites, )

Many small communities seriously overbuilt wastewater treat-
ment facilities during the 1970’s and early 1980’s because growth
projections were too optimistic or because outside funding was
available to cover the construction costs. Little attention was devot-
ed to the future cost of operating an oversized facility. Now saddled
with burdensome operating and maintenance costs, these communi-
ties struggle to provide effective service at reasonable cost. Such
examples should provide ample warning to governments regarding
the need to realistically assess community needs, affordability, and
life cycle costs, before public facilities are constructed. It also sug-
gests that maintenance costs should be calculated during the initial

project design and factored into the community’s decision about its
ability to provide that service in the future.

Assessing rural infrastructure needs and improving manage-
ment practices .

Many examples of needs assessments and capital investment pri-
ority-getting activities exist, but these are mainly drawn-from big
city experiences. Rural needs assessments are much less frequently
performed, in part, because rural governments do not have suffi-
cient staff, resources, technical expertise, or baseline data to con-
duct a needs assessment. One unusual approach to counter these
obstacles is observed in the Pennsylvania Agricultural Access Pro-
gram.?? Here, a broad based, grass roots effort was undertaken to
(1) identify the roads and bridges in the states that were most criti-
cal to agricultural transportation and (2) identify the obstructions
on that network. This and several other alternative local approach-
es to addressing rural infrastructure problems are presented below.

22y, Bill Sbag! Water Resources Center, Pennsylvania State University,
22 William R. Gillis, The Pennsylvania Agricultural Access Program, The Pennsylvania State
University, University Park, Pennsylvania.
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Pennsylvania Agricultural Access Program.—With the assistance
of the Pennsylvania Department of Transportation (DOT), the
Pennsylvania Cooperative Extension Service, local representatives
of farm organizations, and township supervisors, a task force was
established to identify those rural roadways most critical to the
transportation of agricultural products. The task force decided that

. the most effective—and least costly—way to identify essential rural
roads was to draw on the local knowledge of farm and planning or-
ganizations in each county. Using the Cooperative Extension Serv-
ice to facilitate the survey process, a small group, including key
representatives from farm and agricultural organizations and
unions, and county leaders, was asked to identify and seek consen-
sus on essential rural access roads, key highways and the obstruc-
tions on this network. Their analysis was based on criteria devel-
oped by the task force. : :

As a result, nearly, 600 obstructions were identified by the agri-
cultural community, including 489 bridge obstructions of which 312
had weight limit restrictions. Prior to the study, only 88 of the
bridge obstructions were included on the state’: bridge improve-
ments program, Additional bridges are now being «onsidered either
as future capital projects or as county maintenance projects.

A major advantage of this approach is that it can be implement-
ed relatively quickly and at a low cost. Also, it avoids costly data
collection and analysis that would otherwise be necessary. It also
provides substantial flexibility with respect to criteria used in se-
lecting priorities, Thus areas that are dominated by other indus-
tries, such as mining or lumber, could apply different criteria to
address their special conditions.

Water clinics for small, independent rural water systems.—In re-
sponse to recent reports about the poor condition of rural drinking
water systems,?* a program was established in Pennsylvania,
through the Water Resources Research Center at Pennsylvania
State University, and in conjunction with the Department of Agri-
culture’s County Extension Service, to improve the management of
local water supplies by providing consumers with basic information
on water quality and testing procedures. ,

“How to” manuals were developed to teach County Extension
personnel about water quality testing and management of small
water systems, so that they could be prepared to answer questions.
Local “water clinics” were held across the state to provide informa-
tion about how to test and monitor water quality and how to cor-
rect problems such as lead and bacteria contamination, During the
water clinics, information is made available to consumers about
how to access the expertise of local labs to perform water quality
tests. Ultimately, the “water clinics” is an edcuational program
}:hrolugh which remedial consumer action is stimulated at the local
level.

_* A pational survey of rural water condition conducted by Cornell University in 1983 con-
cluded that 63 gerggng of all rural water systems in the United States failed to meet all drink-
ing water standards. Pennsylvania’s own tests revealed that approximataly 85 percent of the
public water systems were corrosive, 42 percent of the small rural systems were contaminated
with bacteria and other pollutants such as lead, radon and nitrates existed across the state but
had not been Ecieﬂtiﬁesllgﬂmeasured—. 5 l
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As shown in the examples above, grass roots efforts can be used
to identify the most pressing rural infrastructure problems and to
mobilize community involvement and resources. However, this is
usually an alternative born out of necessity. Nonetheless, it is
shown to be an effective strategy in seeking public works improve-
ments. Other strategies, which are not new, but seem to be gaining
greater acceptance as resources available to local governments
shrink include (1) consolidation of services (2) sharing of services
between communities and (3) developing more effective and sophis-
ticated pricing mechanisms for public services. The latter involves
charging users according to the amount of service used and the
cost of providing service to that user. Thus, if _heavy trucks wear
out roadways 10 times faster than automobilies, and travel 20
times as many miles a year as the average non-truck user, then
they would be charged a fee commensurate with the nature and
level of their use, taking into account the cost to the government of
providing the service. , o

Fiscally strained cominunities which have pared down services to
minimum levels only to find it is still too expensive to provide the
needed level of service, are increasingly attempting to reduce their
costs by sharing public facilities and services with neighboring ju-
rigdictions. Included are a wide range of examples such as libraries,
schools, police, fire and emergency assistance, parks and recre-
ational facilities, land fills, and snow removal. The sharing of such
services is usually neither welcome, nor ideal—from the communi-
ty’s point of view. Rather, it represents a compromise of local ex-
pectations, often accompanied by a reduction in service levels and
increased transportation costs. Occasionally, it results in improved
services. For example, in some instances when schools are com-
bined they can provide a richer mix of instruction than could be
achieved independently. (Alternatively, rural school districts may
argue that an equalization of per pupil costs statewide, would suffi-
ciently increase revenues in their school districts to raise the qual-
ity of their schools. Similarly, the arguement of equalizing urban/
rural revenues statewide is frequently used to call attention to
funding disparities between urban and rural infrastructure sys-
wms.) Ultimately, consolidation and shared services is a solution
that conflicts with traditional, small town desires to preserve a
sense of community. But, many feel that this kind of thinking weds
rural communities to an outdated concept of service delivery which
has little merit given the access these communities have today to
quick and affordable transportation. (We are rc minded that the dis-
tance between county government seats was initially based on the
territory one could cover in a full day’s horseback ride.)

CONCLUSION
_ In summary, it would seem that a greater regional orientation to
the provision of basic rural infrastructure services should be ex-
plored as an alternative when town and county level service deliv-
ery mechanisms are unable to adequately meet the demand for
public facilities and related services. However, even regionalization
of responsibilities, accompanied by a considerable amount of plan-
ning, may only go so far in resolving rural infrastructure problems.
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There is a class of rural infrastructure problems which is not well
documented, but is untouched by conventional solutions. It involves
the high cost of providing public facilities to low-income rural
areas. This problem has not been helped much by current aid pro-
grams and probably will not benefit from a reorganization of public
works responsibilities by various levels of governments unless it is
accompanied by improved targeted assistance to rural infrastruc-
ture problems. This issue, while critically important to the well
being of rural America, is somewhat outside the scope of this
paper. _

This paper attempted to explore primarily non-financial alterna-
tive strategies to improving public facilities and related services in
rural America. During this period of transition, it is critically im-
portant for rural governments to recognize how the changes taking
place around them affect the demand for public infrastructure and
the government’s ability to provide such services, now and in the
future.

Very little is known about the precise condition of rural public
facilities—or the changing level of demands. This information
simply does not exist at the national level, and exists only sparsely
at the local level. This paper su~gests that the changing nature of
rural demographics, accompanied by changing economic conditions
and a host of other factors, will affect upon the demand for, and
ability to provide, rural infrastructure services. But data are
sketchy at best,

It is clear that such information will need to be generated in
detail, at the rural government level, before state or federal policy-
makers are persuaded to re-examine their roles in assisting rural
governments in the provisions of public infrastructure services, The
challenge facing rural governments today is to provide comprehen-
sive and convincing evidence for local, state and federal policymak-
ers about the demands for rural public infrastructure, the priority
investment needs, and the consequences of not meeting those
needs. State and federal policy decisions should, at a minimum, be
predicated on this requirement.
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Whar INDUsTRIES FUELED THE RURAL EcoNomy IN THE E1GHTIES
(By Bernal L. Green)*
INTRODUCTION

Rural America has experienced an economic transformation of
unusual proportions during the last two decades—a rural renais-
sance during the seventies. Great changes have occurred in em-
ployment and income patterns as well as in residential prefer-
ences.! In fact, Calvin Beale’s 1975 paper, “Revival of Population
Growth in Non-metropolitan America.” contributed greatly to rais-
ing our consciousness of the changing non-metropolitan environ-
ment: “Population grew faster in non-metro than in metro counties
between 1970 and 1973, This trend reverses the previous pattern of
immigration to cities.” [/] Other trends include employment de-
clines in farming, manufacturing and mining, but large increases
in the services-producing sectors. The current serious condition of
farming and mining (especially energy) are receiving increasing at-
tention by researchers. [4, 5, 6]. ,

~As community leaders consider the implications for policy of
these changes, the question emerges, “Is it appropriate to consider
rural America as a relatively homogeneous unit?” If major econom-
ic and social diversities exist and are clustered by large geographic
areas, then policies tailored appropriately for each major area
would be justified. In late 1982 this question resulted in formation
of a research team? in USDA’s Economic Research Service. The
team completed its Policy Impacts Project in late 1985, The re-
search issue was framed in terms of whether or not each nonmetro-
politan county had emerged in 1580 with a balanced mix of eco-
nomic activities as contrasted with specialization in a particular
sector such as farming or manufacturing. The researchers reasoned
that if specialization characterized the new rural economic and
social landscapes, then individual county groupings would experi-
ence widely varying impacts of government pelicy measures and
major economic events. '

CLASSIFICATION OF NONMETROPOLITAN COUNTIES
The Policy Impacts Project focused on U.S. industrial structure
and associated trends (such as employment declines in farming,

~ * Economiat, Agricultural and Rural Economics Division, Economic Research Service, U.S. De-
partment of Agriculture, , ) ) _ o )

This article was_prepared for publication (shorter version) by The Council of State Govern-
ments, Lexington, KY, and for distribution at Conference on “Coping with Change: Rural Amer-
i Transition.” Minneapolis, MN December, 2-3, 1986, ' ) ,
alicized numbers in brackets refer to items in the references at the end of this article. The
ain reference report, containing maps of county prototypes, is [Z]. _ _
2The project leader is Lloyd 5 Bender, Other members include Bernal L. Green, Thomas F,

Hady, John A, Kuehn, Marlys K. Nelson, Leon B. Perkinson, and Peggy J. Ross.
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mining, and other natural resource sectors), the presence of nation-
al and international forces causing pressure sufficient to require
decisive national responses, and the policy orientations of Federal
expenditures for national programs [J9]. National data files were

combined to construct special measures of income, employment and

other characteristics of the almost 2,500 nonmetropolitan counties.
Seven groups of counties, plus a residual group not elsewhere clas-
sified, were identified (Table 1). Four of the seven classifications de-
scribe the degree of economic specialization in broad classes of eco-
nomic activities: fariming, manufacturing, mining, and government.
A fifth group includes counties with a high proportion (33 percent
more) of Federally owned land. The remaining two groups—retire-
ment destination counties, and persistent-poverty counties—are
based on social dimensions that are not necessarily related to the
economic speciality of the county, but are of continuing interest, to
policymakers. The classification system accounts for 2,078 (85 per-
cent) of 2,443 nonmetropolitan counties in one or more overlapping
types, with 370 (15 percent) remaining unclassified. For the farm
counties, 68 percent were so specialized that no overlap occurred
with the other county types. A similiar pattern appeared for the
manufacturing and mining county groups [9].

TABLE 1.-—CLASSIFICATION OF NONMETRO COUNTIES INTO SEVEN SOCIOECONOMIC TYPES

oportion of

Pri
Types Definition %ﬁﬂ:ﬁ,; mu;)szi
(percent)

Agriculture..... . Greater than or equal to 20 percent income from agriculture 2., 702 8.7
Manufacturing . Greater than or equal lo 30 percent income from manufacturing 678 21.7
Mining.... . Greater than or equal to 20 percent income from mining 2 ..... 200 8.2
Government ... . Greater than or equal to 25 percent income from government 2., 315 129
Federal Jan . Greater than or equal to 33 percent fand federally owned ....... 241 10.1
Pove . Persistent low income county 3 - 242 99
G Retirement immigration county + S 515 211

tAbout 27 peitént "[:l counties overlapped on 2 or more types and 15 pemem’ V('Vziiuxcrﬁ;ngiég)ilell i;tui ﬁur;e ani ll;-e types.
2Equal lo ater than spetified percentage of labor and propriefor income,

3 Per capi e in boftom quintile in 4 time periods,

* Equal to of greater than 15 percent 19/0-80 net immigration of persons aged 60 and over,

Source: Ross and Green [4].

These eight county groups show that, while there is much diver-
sity among some_ counties, economic specialization characterizes
many counties in large geographic parts of the United States. Non-
metropolitan counties are generally too small to develop diversified
economies, thus they tend to specialize in a particular type of eco-
nomic activity (Figure 1) [8]. ‘
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The counties in each category have distinct economic, demo-
graphic and geographic profiles that bring into sharper relief the
differing implications of government policies for individual rural
areas. The following comparisons illustrate some aspects of these
profiles: [2; 8]

Farming

Farming continues to be the dominant economic activity in 702
nonmetropolitan counties. These counties tend to be remote from
metro areas and regional population centers, have sparse popula-
tions, and have high proportions of residents aged 65 and over.
Their economies are more often based on a highly capitalized farm-
ing industry and are especially sensitive to agricultural policies,
changing interest rates, and foreign trade. Farming accounted for a
third of their income in 1979. Half are located in the North Central
region, especially the Great Plains. Smaller concentrations are
along the Mississippi River Delta in Arkansas, Mississippi, and
Louisiana, in parts of the Southeast, and in Montana, Idaho, or
Washington. The number of farming counties has declined sharply
since 1950 when there were more than 2,000 such farm-specialized
counties [7]. Population decline characterizes nearly half of the 702
farm counties, based on population change 1980-84 (Table 2).
Ripple effects from the current farm crisis are spreading to other
community components—suppliers of inputs (especially farm ma-
chinery and banking), mainstreet businesses, and public services.
Indirect impacts appear ominous for local and state governments
because tax revenues are difficult to sustain.

TABLE 2.—POPULATION CHANGE BY COUNTY TYPE

Population gain or loss, 2 lime
periods

Cnunfyty'pe All

Manulaclor-  Mini Gt fees Py Reliment G
. anufaclur- inin v dera e atirement  counlies
M0 GtEe o0, (315 o () () (518 (240)

197080 1980-B4

RATE OF POPULATION CHANGE
Percent of counties

Gafn. 383 68.7 690 . 638 785 624 90.5 64.8
Loss. 134 L6 6.0 13 4.0 6.6 .2 6.6
Gain . 0 18.5 254 205 153 138 248 89 17.5
L1 JO— 23.8 43 45 16 a7 6.2 A 111

Number of countis
138 220 194 151 466 1,519

12 2 10 16 L 163
41 48 ] 60 %5 46l
9 % 9 15 2 300

Manufacturing

Manufacturing has become the major economic specialty in 678
nonmetro counties, concentrated most heavily in the Southeast.
These counties have larger populations with more urban areas. Be-
cause of their reliance on income from the sale of manufactured
goods, they are subject to recessions in goods-producing industries
and are especially vulnerable to foreign competition. The degree of
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specialization in manufacturing is striking in these counties: manu-
facturing accounted for an average of 42 percent of labor and pro-
prietor income in 1979. Nearly seventy percent of these counties
experienced population gains in the 1980-84 time period (Table 2).
Relocations of many types of manufacturing activities to foreign
countries with lower labor and management costs, automated facto-
ries, and protectionist trade policies can influence the economic
condition of people in manufacturing-dependent counties.
Mining

Some 200 counties are primarily dependent on mining of non-
renewable natural resources. These counties are concentrated in
Appalachia and scattered parts of the West. Mining counties have
been subject to wide swings in demand for their products, although
wage rates and average incomes have tended to remain high. In
1979 incomes in these mining counties averaged the ‘highest of any
of the county groups. Although no data are yet available, the cur-
rent increased supplies of petroleum have probably changed the
income picture in 1986, especially in the Southwest where a
number of counties depend heavily on earnings in the oil and gas
industry. Frequently such counties depend on both energy and
farming for income and employment.
Government

Goverament plays a major economic role in 315 rural counties
scattered throughout the United States. The dispersed location pat-
tern is due to each state having major government activities such
as universities, hospitals, and prisons. Thus, location of government
functions is tied more to political decisions than to market forces.
Government counties have had rapid population increases, but in-
comes are lower than in most other county groups. Heavy depend-
ence on Federal and state government activities such as national
parks, military bases, prisons, health centers, and state universities
means that shifts in governmental functions and in spending prior-
ities will often affect these counties more quickly than other
county groups. Changes in programs that provide special assistance
to areas with high concentrations of government activities, such as
school aid for federally-impacted areas, will also affect these coun-
ties heavily.
Federal lands

Federal land ownership is a dominant factor in 247 nonmetro
counties, mostly in the western part of the United States. Their
populations have grown more rapidly than most other counties,
even though their population density remains very low overall.
Federal ownership in these areas constrains the types and levels of
economic development that are possible because much of the land
is available for only limited private use. These counties are sensi-
tive to changes in Federal policy regarding payments in lieu of
taxes and in regulations regarding the private use of Federal lands
for livestock grazing, timber production, and other activities.
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Poverty

Persistent poverty continues to affect 242 nonmetro counties.
These counties, concentrated in the Southeast, have ranked in the
lowest fifth in income for the past three decades. They have high
proportions of people with low education levels, disabled persons,
and households headed by females. Minorities tend to be heavily
represented in their populations. Insights about resources in pover-
ty counties (chronic under-investment in education, job skills, and
health services) may suggest that more emphasis be placed on
income transfers coupled with human capital expenditures, such as
education and job training. We clearly need to know about the
levels and categories of assistance to counties at the bottom of the
economic ladder since the effectiveness'of past programs is under
increased scrutiny in this era of Federal budget austerity.
Retirement _ )

In the U.8,, the proportion of older Americans (11 percent age 65
and over in 1980) is increasing and will continue to do so, reaching
21 percent of the population in 2030 [10]. New retirement popula-
tions are forming in 515 nonmetro counties concentrated in Florida
and eastern Texas and stretching into the Great Lakes area. They
are also in the Southwest and Pacific Coast States. These counties
have grown rapidly for the past two decades. Their populations
tend to be located predominantly in the open country, and many of
these counties are completely rural. Retirement income from out-
side sources fosters development of a wide range of economic activi-
ties and creates new employment of people of all ages. Enticing re-
tirees to move may be one of the few good strategies left for im-
proving the economic viability of many nonmetro areas. Success
will depend mainly on growth in income from Social Security and
other transfer payments as well as enhancement of the major
social and physical attributes that attract retirees. Many retirees
have sufficient income and wealth to afford to live where they
choose. Public officials in retirement destination counties will rec-
ognize that the influx of higher-income retirees offers local develop-
ment potential. But, the features that attract retirees need special
care to keep retirement destination counties attractive to retirees.

Unclassified

. The economies of these 370 counties are too diverse to permit
classification into any of the seven county prototypes. On average,
17 percent of their labor and proprietor income (1979) was in man-
ufacturing, 16 percent in government, 11 percent in farming and 4
percent in mining. The largest proportion (34 percent) was in serv-
ices-producing businesses. These counties are scattered throughout
the nonmetropolitan United States, except for large areas of the
West where they are absent. Ungrouped counties have high propor-
tions of populations living in urban places. The diverse mix of eco-
nomic activities in the ungrouped counties may act as a form of in-
surance against major changes in a particular economic sector. For
example, if declines occur in employment in farming, redistribution
of released farm employees to other sectors may occur. This added

stability may mitigate in favor of selecting certain of the un-
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grouped counties as centers or magnet counties for consolidation of
education, health and other services from adjacent counties that
are experiencing severe economic stress and are no longer able to
afford their present levels of services.

TAILORED RURAL POLICY

The advent of New Federalism happens to coincide with major
stress in American farming areas, especially grains and dairy. The
energy counties, due to relatively low prices for petroleum and nat-
ural gas, are also experiencing economic stress as are many manu-
facturing counties. Thus, state and local officials need accurate,
current information about the economic restructuring process,
which covers major portions of rural America, if they are to do effi-
cient decisionmaking. ) )

Coupled with current economic stress, the cumulative effects of
forces shaping rural America during the post-World War II decades
are not well documented. Thus, the Policy Impacis team developed
a research approach designed to uncover the socio-economic diversi-
ty among nonmetro areas. They were looking for a policy-relevant
disaggregation of nonmetro counties that would be of high use to
both public and private decisionmakers. The findings in the form of
a typology of rural counties permit a way of seeing where common
features and the differences lie. The differences suggest differential
impacts of proposed policies. The power of the typology is its capac-
ity to capture in a handful of categories an enormous amount of
social detail about rural areas, thus providing important insight
into the current problems and likely futures of large regions of the
United States. [J] by considering important resource similaries and
differences among the county types, together with expected vari-
ations in impacts of structural forces, policies can be tailored to fit
the needs of each county type.
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Can RuraL CoMMUNITIES SURVIVE THE FARM Crisis?

(By Dr. Thomas Stinson) *

For three years the nation’s newspapers have been filled with
headlines describing the growing farm crisis. The public has
learned of serious financial problems facing America’s farmers, and
of the massive drops in real farm income and farm land values
which have occurred during this decade. Attention has been fo-
cused on the direct, often dramatic impacts on individual farmers,
their families, and on small businesses in America’s agriculturally
dependent communities. , ,

Another dimension of the farm crisis has been largely over-
looked—the growing threat to the financial viability of rural local
governments. Declining farm incomes and farm property values
erode the local tax base, At the same time, demands for many pub-
licly provided services increase, creating a squeeze between falling
revenues and higher costs. In many communities this financial vise
is being tightened further by cuts in federal and state aid.

If these trends continue local officials cannot avoid both cutting
services and increasing taxes. In the absence of such actions, local
government revenues will fall short of existing expenditure levels
by $132 per capita on average in the nine agriculturally dependent
Southwestern Minnesota counties examined. Results in seven other
States studied were similar. Under more pessimistic assumptions
about further drops in land values and cuts in intergovernmental
aids, per capita revenue shortfalls of $250 or more were estimated
for some areas. The higher taxes and reductions in services neces-
sary to overcome those shortfalls have the potential to permanent-
ly change the quality of life in much of rural America.

THE TROUELED AGRICULTURAL ECONOMY

Since 1980, net farm incomes have fallen precipitously. From
1980 through 1984, real farm incomes averaged only $25 billion in
1982 dollars, down nearly 40 percent from the average of the seven-
ties and down more than 25 percent from the average of the six-
ties. :

. In southwest Minnesota, the losses have been dramatic. Farm
income in the region peaked at more than $872 in 1973. By 1983, it
had slumped to only %lél million—over $80 million less than local
residents received from transfer payments such as social security
and veterans benefits. Farm management records compiled at the
University of Minnesota present a similar picture. The average in-
comes of those participating in the survey (generally thought to be
among the region’s better farmers) reached more than $A2:00 in

* Prafesa’ar.bepartmént of Agricultural and Applied Economics, University of Minnesota.
(55)
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1978. By 1981, incomes for those same farmers averaged $2,271; in
1984, $9,871; and in 1985, $5,487.
VANISHING WEALTH

The decline in agriculture income since 1981 has produced an
enormous drop in the value of farmland. Nationwide, agricultural
land values fell by more than 30 percent, or $227 per acre, during
the past four years. Farm land values declined only one other time
in the postwar period, in 1954, when they fell by one dollar.

_ When viewed in constant dollars, the results are even more so-
bering. Nationwide, between 1982 and 1985, farm land values fell
by $146 billion—a loss of wealth for farm land owners equal to the
combined assets of IBM, GE, Kodak, Proctor & Gamble, 3M, Dow
Chemical, McDonalds, RCA, Upjohn, ‘Weyerhauser, and CBS. In
Minnesota alone, the loss in farm real estate value between 1982
and 1986 was in excess of $20 billion, or an amount equal to the
entire value of all farmland in Missouri, Kansas, or Nebraska.

NONFARM IMPACTS

When farm incomes decline, main street spending falls. Jobs in
the local commercial sector disappear, and incomes in that sector
decline as well, Downtown property values reflect the net income
which can be earned from that property, so over time the commer-
cial property segment of the local property tax base also will de-
cline. And, as with agricultural property, these declines will not
occur instantaneously. Instead, they occur gradually over a number
of years as some businesses close and others relocate, )

The impact of declining farm incomes on the main street busi-
ness community was estimated using data from Minnesota’s CRD7
located in the southwestern Minnesota. A simple econometric
model was constructed which estimates changes in local income,
employment and propery values agsociated with changing farm in-
comes. Some specific findings are summarized below.,

A $1,000 change in net farm income produces $190 change in the
net income of the region’s merchants. This is substantially less
than the impact from a similar sized increase in manufacturing in-
comes or transfer payments. ,

. Main street employment also depends on the income of the re-
gion’s agricultural sector. A long term increase or decrease of
64,000 in net farm income will add to, or cutback local commercial
employment by one job. Again, the multiplier for agricultural
- income is less than that for manufacturing or transfer payments. It
is irnportant to note, however, that the job estimates are the total
of full and part-time jobs, not solely full time equivalent positions.
Downtown property values decrease by approximately $15 for
each permanent $1,000 decrease in agricultural incomes. The ad-
"justment process is slow, however, taking more than 5 years to
complete after the change in income is recognized as permanent.
Impacts of the recent decline in farm incomes depend on the
year chosen as the baseline. If one chooses the historically high
income years of 1974-1977 as the baseline, and assumes that the
level of permanent income observed in 1988 will continue in the
future, then, other things equal, the decline in farm income has
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caused a decline of $47 million in off-farm income, and there are
3650 or about 15 percent fewer commercial sector jobs. Downtown
property values will eventually decrease by about $3.1 million.

When a period with lower Ievels of agricultural incomes is used
as the baseline, impacts on jobs, employment, and property values
are smaller. If farm income had held at 1979-1981 levels, other
things equal, local incomes would be $22 million greater and today
the local commercial sector would employ 1785 more full and part-
time workers, In addition, the ultimate decrease in downtown prop-
erty values would be about $1.5 million less. ,

These estimates are specific to Southwest Minnesota and do not
take into account impacts which might occur outside the region’s
boundries in trading centers such as Mankato, Minnesota; Sioux
Falls, South Dakota, or Minneapolis-St. Paul. If impacts in those
cities were counted, multipliers would have been larger. The esti-
mated impacts are expected to be typical of those which would
occur in other agriculturally dependent regions in the upper mid-
west not containing a major trade center.

IMPACTS ON LOCAL PROPERTY TAXES

Over time this massive devaluation in farm assets will signifi-
cantly erode the local tax base in some communities. Those impacts
are already evident in Minnegsota where taxable valuations dropped
aoout 25 percent between 1983 and 1985. In other states, agricul-
tural assessed values have remained relatively stable when meas-
ured in current dollars because assessment systems based on the
productivity of agricultural land are slower to adjust to changes in
market values. Nevertheless, taxable valuations have already
dropped an average of 20 percent since 1981 in inflation adjusted
dollars. With land values continuing to fall, it is only a matter of
time before declines in assessed va%uations in current dollars are
observed. _ ) ) :

Dramatically increased rates of property tax delinquencies are a
leading indicator of future problems. Between 1980 and 1985,
annual delinquencies jumped sevenfold in the Nebraska localities
examined—rising from $:75 million to over $5.5 million. Delinguen-
cies also more than doubled in the Iowa, Kansas, Minnesota, and
Montana communities surveyed.

THE SERVICE SQUEEZE

Rural governments are being squeezed by increased service de-
mands as well as falling revenues. Many of the new demands for
services are a direct response to increasing unemployment in the
agriculturally dependent regions. Although national unemploy-
ment rates fell 9 percent from January 1985 to January, 1986, un-
employment rose an average of 10 percent in five of the states
studied and fell in only two. . , ,

Rising unemployment and financial stress are taking their toll

on rural Americans and straining social service facilities. A region-
al mental health center in southwest Minnesota reports outpatient
services up 30 percent since 1984; 24 hour crisis intervention activi-
ties are up over 300 percent; and substance and family abuse con-
sultations are up 67 percent. Similarly, overall social service de-
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mands are up 30 percent in northern Iowa, despite declining popu-
lation.
DIM PROSPECTS FOR STATE AID

Financially stressed local governments can expect little added as-
gistance from their states. State tax bases also depend on the
health of the agricultural economy, and many states are under
severe budgetary stress. Six of the eight study states had tax reve-
nues grow more slowly than the national average in fiscal 1985,
1986, or both. There were absolute declines in revenues in four of
those states in either 1985 or 1986. Six of the states surveyed were
forced to take the extreme step of making mid-year reductions in
their fiscal 1986 budgets.

FEDERAL AID CUTS COMPOUND THE FISCAL S5QUEEZE

Federal aid reductions, past and prospective, are compounding
the impact of the farm crisis on local governments. Between 1982
and 1984, federal aid to general purpose lccal governments, exclud-
ing General Revenue Sharing, rose by .1 percent nationwide. In the
eight agriculturally dependent regions examined in this study, fed-
eral aid actually declined by 18 percent during that same period.

The proposed elimination of revenue sharing will hit rural local
governments twice as hard as the average locality. Revenue shar-
ing comprised 44.5 percent of all federal aid received by agricultur-
ally dependent local governments, but only 21.8 percent of the fed-
eral aid received by all general purpose local governments.

POLICY RESPONSES

The fiscal bind confronting rural governments is both immediate
and long term. In the short run the difficulties stem from the rapid
rise in property tax delinquencies. The resulting cash flow prob-
lems are being compounded by reductions in state and federal aid.

Ultimately, the most serious problerns will be posed by the dra-
matic declines in farm land values. But, because assessed values in
most states have only begun to reflect the steep fall in market
values, serious long term erosion in public services can still be
avoided if prompt actions are taken at all levels of government. For
local governments this means continuing efforts to “do more with
less,” although there is evidence that many have already exhaust-
ed the efficiency gains from cutback management. For state gov-
ernments, it means diversifying and broadening the tax base, and
attempting to maintain a constant level of state aid through tough
fiscal times. For the federal government it means preserving a
leaner, more targeted version of general aid to local governments
and maintaining those portions of the tax code that support local
economic development and self-help.

The farm crisis ranks among the most severe regional economic
recessions since the 1930s. If left unchecked, it has the potential to
seriously=—and in some cases permanently—undermine the fiscal
foundations of many rural communities. But, intelligent policy de-
cisions made before the situation worsens, can ease the impacts of
transition to a more stable agricultural economy, and rural local

governments can avoid becoming another victim of the farm crisis.
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RuraL AMERICA BEYOND THE FARM: THE PROBLEMS OF
UNDIVERSIFIED ECONOMIES—TRANSFER PAYMENTS
(By Dr. Daniel H. Garnick)*

Transfer payments to persons are defined as government and
business payments to persons for which they do not render current
services, Government retirement, survivors, disability and health
insurance benefit payments constitute about % of transfer pay-
ments to persons. As a share of total personal income (TPI), these
benefit payments are relatively more important in rural counties
than in metropolitan counties.

The tables appended to this paper show transfer payments by
major category of payment as a percent of TPI for the years 1979
through 1984, the most recent year for which the Bureau of Eco-
nomic Analysis (BEA) has prepared county estimates. The esti-
mates are shown for the Nation and eight BEA regions, by metro
and nonmetro (rural) county summation. o )

Transfer payments accounted for 17.2 percent of TPI in rural
counties in 1984, compared with 13.0 percent of TPI in metropoli-
tan counties. Most of the relative difference in the weight of trans-
fer payments in area TPI can be explained by the relative inci-
dence of retirement-age population. Rural counties tend to have a
larger share of their population in the retirement-age category
;:‘han metro areas and receive a larger share of their TPI there-
TOoIm.

Some of the other major categories of tranfer payments like un-
employment insurance benefits also represent a more important
source of TPI in rural counties than in metro counties (0.7 percent
of rural TPI, compared with 0.5 percent of metrol TPI in 1984—a
40 percent difference). It is not infrequent that a person residing in
a rural county works in a metropolitan county. That person’s wage
or salary income would be reported by the county of employment.
If he or she becomes unemployed, the unemployed insurance bene-
fits would be reported by the county of residence. Because TPI is a
“received income” concept rather than a “produced income” con-
cept, BEA makes a “residence adjustment” to wages and other pro-
duced income to assign the correct total income received to the
county of residence. Thus, when residents of rural counties lose
their jobs in a metro county, the accounting procedure would
entail: (1) decreasing wage income in the metro county, (2) reducing
the negative residence adjustment to the metro county, (3) reducing
the positive residence adjustment to the rural county, and (4) in-
creasing transfer payments to the rural county to reflect the re-
ceipt of unemployment insurance benefit payments to that county.

* Associate Director for Regional Economics, Bureau of Economic Analysis, U.S. Department
of Commerce.
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Even though the job was lost in the metro county, the net effect on
TPI in that county is zero. The net effect on the rural county is the
difference between the residence adjustment item (which equals
the wages received) and the unemployment insurancze benefit item.

Several observations can also be drawn from data not shown
here. The Bureau of Economic Analysis has prepared estimates of
TPI and its components on a regional basis for years going back to
1929, when transfer payments accounted for only 1.3 percent of
TPI. While rural counties, on average, have consistently had a
higher share of TPI originate in transfer payments than metro
counties, both types of counties have experienced a more than 10-
fold increase in the relative importance of transfer payments to
TPI over this long period. ,

The geographic disparity of income maintenance transfers has
substantially narrowed over this period, while the disparity for
most other transfer payments has tended to hold. Since the 1960s,
the share of transfer payments received in the most highly populat-
ed metropolitan counties has tended to approach that of the rural
counties, reflecting both relatively rising unemployment rates as
well as the relative aging of populations in counties where employ-
ment growth falls below the national average for extended periods.

Employment in rural areas received a special impetus in the
1970s that seems, for the most part, to have been reversed thus far
in the 1980s: , , o

1. There was a slow down in the 1970s in the reduction in the
number of farmers, owing to rising prices for farm output early in
that decade. In the 1980s, farm decline reaccelerated. , ,

2. Labor intensive manufacturing employment grew in rural
areas while declining, for the most part, in urban areas. During the
19708, the trade weighted value of the dollar declined vis-a-vis
major trading partners’ currencies. This pattern reversed in the
1980s, and manufacturing jobs in rural counties began to fall, repli-
cating the urban experience. N

3. Boom and bust conditions took hold in logging and lumber,
and in other raw materials and fossil fuels industries at various
times between the 1970s and 1580s. , )

4. Related industrial activities, such as construction and services,
amplified the boom and bust conditions in the affected rural coun-
ties. .

Retirement and tourist related industrial activities continue to
be an important spur to rural areas in the 1980s, but with the
aging of the small cohort of population born during the depression
years, the increment in retirement population will have a less
stimulating effect on rural growth by t%e early 1990s.

TABLE 1A.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TOTAL PERSONAL INCOME [TPI]

Urlted States 1979 190 1981 12 193 1984

Transfer payments.......... . S— 1288 1380 1394 1460 1481 1382
Government payments to individuals......... 11.99 1289 1308 1378 1398 1299
Ret., disab. and health ins, benefit pay........ . B63 905 946 996 1017 988

(ld-age, surv. and disability insur. pay. 528 550 573 597 601 5N

Railroad retirement and digability p 2o 2 o n o o on

Federal civil. employee retirement pay. 6 12 1 N 1 on
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TABLE 1A.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TOTAL PERSONAL INCOME [TPT]—
Continued

Uit Sles los e lm e ows_ i

8 0 92 76 8 &
152 166 180 199 211 215
S E SN BT BT T RN T
2z W 100 10 09
58 0 9 5 8
a4 7 k%59 sl
o 00 0 00

State and local govi. employes rel, pay..
Medical Insurance payments..........
Workers' comp, pay. (Federal and Sla!e)

Oth. Govt. disab, Insur, and ret. pay
Unemployment Insurarice benefit payment
State unemployment Insur, eompensatio
Unemp. comp. for Fed, civ. empl, (UCF]
Unemp. compensation for RR emplayee:
Unemp, compensation for veterans [UCX].
QOther unemplayment compensatio

Fed. educ, and trng. asst. pay (excl. vels) .,
Income maintenance benefit payments .
581, AFDC, general assistance payme
Suppl. security income [S51] payment

Aid ta familles with dep. child, [AFDC].

General assistance paymens....

Food stamps... : W BB w B4
Other Income MAINIENANGE...wmrr " 0 13 10 09 09 -0
Veterans benefit payments, S— 128 126 123 122 120 105

Vets pensioris and comp. and military ret .
Educ. asst. to vets, depend., and surv..
Veterans life insuranca benefit pay

Other assistance to veterans . 2000 00 0 a0l 00

Other payments to individuals, . e 020001 02 02 01
Businiess paymenis to individuals.......... . 4 43 48 &5 47 4
Payments ta nonprofit instifutions w48 A1 43 03T 37 35
Federal Government payments....... Y | | L | | S |
State and local guvernment payments... w2221 08 06 16 IS
Business payments .......... I A2 0 0 0 10

' Regmal Fesnomic Mgasuremen\ Dmmn Bureau of Economic Mafysls

TAELE 1B.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

Uit St w9 w0 e e s ww

Transfer payments....... - . e 1221 1306 1322 1380 1394 1304
Gavernment payments fo mdnmiuals wanen 114112191240 1301 1313 1224
Ret., disab. and health ins. benefit pay . 817 852 893 938 954 929

0ld-age, surv. and disability insur. pa 488 505 528 543 550 4.2

Rarlmad retlrement and disability pay. 200 20 19 20 19 18

Federal 6 73 1 18 18 N

Y N ) B/ S | I I .
148 160 174 191 202 206
B E N RS ¢ BN T N T N T
.08 09 08 08 .08 07
Bl B2 66 92 8 50

fat dlocal govt, emplayee ret. pay.
Medical insurance payments.........
Workers' mmp. pay. (Federal and Stale,
. G sur, and ret. pay....
Unemployment msursnte benefit payment
State unemployment Insur, compensation

Unemp. comp. for Fed, civ. empl. [UCF). 01 0 0 .0 8 0
tUnemp. compensation for employees.. 01 01 01 020 01
Unemp. compensation for veterans [UCX] 01 02 01 00 0 00
Other unemployment compensation. 03 13 05 .00 .00 00

Fed, educ. and trng. asst. pay (excl, vets) 15 19 20 18 19 17
Income maintenance benefit payments 136 147 14 137 137 1.8
§81, AFDC, general assistance pa L0 101 9% 94 94 9]
Suppl. security income [55!] payment, KE] X I - S v B | k]|

Aid to families with dep. child. JAFOC 60 57 54 54 51

General asslstance psymenls 08 08 ‘08 08 .09

Food stamps.. 34 I} M B 3l
Other income n1alnle11am'1a . e Al N B
Veterans benefit payments. — - 122 L1989 L1I7 L6 Ll3 @
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TABLE 1B.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI—Continued

United States—Metra 1979 1980 1981 1982 1983 1984
Vets pensions and comp. and military ret 103 103 103 104 102 9
Educ. asst, 1o vels, depend., and surv d2 09 .08 06 05 .04
Veterans life Insurance benefit pay, . 06 06 .05 .05 05 .05
Dther assistanca to velerans — . ) I 1 N ) B | RN | A |
Otfer payments to individuals rsseseones 01 00 11V N ) B ) |
Business payments {o individuals. . wee A0 A2 42 43 A5 4B
Payments to nenprofit Institutions............ N A1 45 A 36 36 M
Federal Government payments............ — J4 14 03 a0 10 .10
State and local government payments............ w2221 1818 06 Y4
Business payments . — . A1 d0 a0 10 10
Regional Economic Measurement Division, Bureau of Feonomic Analysis,
TABLE 1C.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TP!

United States—nonmeira 1979 1980 1981 1982 1983  19@4
Transfer payments.... S 1542 1695 1695 1801 1865 17.18
Gavernmient payments {o individuals s 1441 159] 1598 1709 1769 16.24
Ret., disab. and health Ins. benefit pay..... 1057 1136 1170 1243 1294 1242
0ld-age, surv, and disabifity insur, pay.. 695 742 762 802 825 780
Railroad retirement and disability pay 4% nm oM ou 3

Federal civil. employee retirement pa 62 68 N1 M4 77 2.
State and local govt. employee ret, pay . B0 B3 B & M N
Medical insurance payments ......... o 170 193 207 231 251 253
Workers' comp. pay. (Federal and State S N | I I S L [
Oth. Gat, disab, Insur, and ret. pay. 2 4 2 d9 19 16
Unemployment insurance benefit payment.. 64 105 88 129 128 .70
State unemployment insur, compensation 5 @3 80 124 13 68
Unemp. comp, for Fed. civ, empl. [UCF] (1) S ) B ) | 0 0 0
Unemp. compensation for RR employees 01 02 02 03 02 0
Unemp. campensation for veterans [tCX] .. 02 02 02 00 0 0
_ (ther unemployment compensation.... 04 07 M 0 0 00
Fed. educ. and trng. assl. pay (excl. vets) 15 20 2 19 21 .19
Income maintenance benefit payments 149 173 167 161 170 1§
551, AFDC, general assistance payment.. 9% 100 94 23 9% 93
Suppl. security income [SSI] paym 5 5 A 48 49 48
Aid to families with dep. child. [AFDC 42 A5 A2 41 43 Al
~ General assistance payments............. 02 W 03 8 o n M
Food stamps . M5 58 55 62 8
Other income mainfenance........ — Joooag 1 3 13l
Veterans benefit payments.... S - 151 153 149 150 150 132
Vets pensions and comp, and mifitary ret ... . 131 136 133 1.7 18 12
Edue, asst, fo vels, depend., and surv 14 1 0 07 06 .05
Veterans life insurance benefit pay..... . 06 06 06 05 05 .05
Other assistance to veterans . 22 0 0 0 0 o
Other payments 1o individuals - w08 04 03 06 06 .04
Business payments to individuals . w4649 48 50 51 53
Payments to nonprofit institutions ............. . 5 B 48 4 4 4
Federal Government payments — e A8 19 07 13 4 13
State and local government payments........ S A4 24 18 1/ .6
Business payments .... - . 3 a2 12 12 12 a2

Regional Economic Massurement Division, Bureau of Economic Analysis,
TABLE 2A.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI
New England 1973 1380 1981 1982 1983 1984
Transfer payments.......... SO v 1322 1356 1383 1403 1384 1295
Government paymenls to individuals s 1239 1273 1304 1329 1308 1221 -

74

O

ERIC

Aruitoxt provided by Eic:




68
TABLE 2A— 1979 -84 TRANSFER PAYMENTS AS A PERCENT OF TPI—Continued

New Englnd C 19 180 1381 192 1983 194

Ret., disab. and health Ins, benefit pay........
Qld-age, surv. and disability Insur, pay
Rallroad retirement and disability pa
Federal civil. employes retirement pa
Stafe and local government employes ret. pay
Medical insurance payments
Workers’ comp. pay, (Federal and State) .
QOth. Govt, disab. Insur. and ret, pay

Unemployment insurance benefit payment
Slate unemployment Insur, compensatio
Unemp, comp. for Fed. civ. empl. [UCF]
Unemp. compensation for RR employee
Unemp. compensation for veterans [UCX).
Other unemployment compensation...

Fed. educ. and trng. asst. pay (excl, vets

Income malntenanca beneﬁt payments ,

899 921 970 998 995 96l
561 575 602 617 602 569
T2 I TR I TR
s 5 6 6 60 .56
85 8 8 9 9 .9
177 182 199 208 217 221
06 05 05 04 04 04
0 02 o 0 02 0
56 86 60 g6 1 M

Suppl secumy income [SSI] paym
Ald to families with dep. child, [AF
General assislance payments...

Food stamps B 0 3 2 2% a2
Qiher Income maintenance.... S 08 13 10 09 .08 .08
Veterans benefit payments......... e L4 109 105 103 99 W7

Vets pensions and comp. and mllltary ref.
Educ. asst, to vels, depend,,
Veterans life insurance benefit pa,
QOther assistance to veterans

~ Other payments to Individuals S— . 00 00 00 00 00 00
Business paymenls o individuals R w39 41 41 42 44 M
Payments fo nonprofit institutions sssssessaessngintis & DY S T A - S A
Federal Government payMments ..u.vvsmsrmmsmimmsrmmmmmmmemeneses. 14 141300 10 .09
State and local gﬂvernment payments s 20 139 26 4 4 02

Busmﬁs paymenls . . S Jo 09 08 08 08 .08

TABLE 2B.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

" hew England=melm - 7: B 1979 1980 1981 1% 1983 1988

Transfer payments S —— e 1285 1314 1338 1354 1336 1250
Government payments fo ndividuals. w1204 1232 1261 1282 1261 1177

Ret,, disab. and health ins. benefit pay..... . 871 831 837 962 961 927

538 550 577 590 &5 542
a0 0 10 0 .09
5 54 5 6 55 S8l

7 8 0 % 103 103

Qld-age, surv, and disability insur, pay
Railroad retirement and disability pay
Federal civil. employee retirement pay.
Stale and local govt. employee ret, pay
Medical insurance payments
Workers' comp. pay. (Federal and State) ..
Oth, Govt, disab. insur. and ret. pay.
Unemployment insurance benefit payme
State unemployment insur. compensation ...
Uinemp. comp. for fed, civ. empl. [UCF]
Unemp. compensation for RR employees
Unemp. compensation for veterans [UCX]..
Qther unemployment compensa
Fed. educ, and tmg, asst, pay {ex
Income maintenance benefit payment.
§81, AFDC, general assistance pay

Aid 1o families with dep. child. [AFDC]..
General assislance payments....
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TABLE 2B.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI—Continued

B  New Englandxmelru - 1919 1980 191 1982 108 199
Food stamps . - 28 7 2/ B M

Other income maintenance..... s - 08 13 00 09 08 08
Velerans benefit payments.. 106 100 97 94 91 .80

B8 B 85 85 81 .7

Vets pensions and comp. and military ref ...
d0 07 06 .04 03 03

Educ. assist. to vels, depend., and surv.,

Veterans life insurance benefit pay...... .. 06 06 06 .05 05 05

Other assistance to veterans . 1) S R 1) NN | A 1) B 1

Other payments to veterans N— S 00 00 00 00 00 .00
Business payments to individuals — " ; ci: ) AT ) Y B R
Payments to nonprofit instifutions............ . 42 Al 36 30 30 29
Federal Government payments... — - G4 13 09 08 09
State and local government payments SSSSSRSS S | NEDY I: IS [N & N & B
Business paymenls S e 08 00 08 08 08 .08

Reglonal Economic Measurement Dmslun Buresu of Emnnmlc Mlalysls

TABLE 2C.—1979-84 TRANSFER PAYMENTS ASA PERCENT OF TPI

Now gm0 i w0 i o 1w
Transfer payments - s 1856 1827 1668 1715 1694 1589

Government payments tn Indwlduals “ e 14,63 1634 1580 1632 1608 15.05
Ret. disab. and health ins. benefit pay . 1079 1016 1180 1229 1216 1178
Oid-age, sur, and disablity insur. pay 712 135 761 7930 7181 745
Railroad retirement and disability pa =19 19 18 18 18 .16
Federal civil, employee retirement pa B 91 94 95 94 88
State and local govit. employee ret. pay . 172 81 88 76 .6
Medical insurance payments............ . - LB6 196 216 233 244 249
Workers' comp. pay. (Federal and State). . 03 02 03 04 03 .03

Oth. Gov't, disab, insur, and ret, pay gz 01 01 01 01 0
tUnemployment insurance benafit paymen 62 11 0 & 83 .5
State unemployment insur, compensation.. 54 69 65 84 81 81
Unemp. comp. for. fed, civ, empl, [UCF]... 0 0 0 .01 2 00
Unemp. compensalion for RR employees o010 00 01 01 00
Unemp. compensation for veterans [UCX]. 0202 02 00 01 .00
Other unemployment compensation.., 04 04 02 00 .00 .00

Fed. educ. and trng. asst. pay (excl vets) ... 6 20 44 2 19 18
Income maintenance benefit payments .. 142 158 150 140 136 122
351, AFDC, general assistance payment. g5 9% 91 87 85 .81
Suppl. security Income [551] paym 0 3 29 29 29 .19

Aid to families with dep. child. [AFDC 60 62 58 54 52 4B

General assistance payments 04 05 04 05 05 .04

Fo0d SIAMS - W A0 45 4 M A0
Other income maintenance S— 11 U 1 O | O [ .
Veterans benefit payments ass wmemenns 164 162 157 156 154 135

144 145 143 145 143 125
A3 08 07 05 05 04
06 06 06 06 05 .05
£ 0 0 0 01 .0

Vets pensions and comp. and mmtary rél
Educ, asst. to vets, depend., and sun
Veterans file insurance benefit pay
Other assistance to veterans........

Other payMents 0 INGVIGLAIS . evcnrermmmmemm. 00 00 00 00 0L 01
Business payments to individuals........c..ereen st ersesesars s Al 4 43 M4 s 4
Payments to nonprofit institutions ....... B b2 50 45 39 40 3

Federal government payments ............ Y B ¥ |- N | B | N
Stale and local government payments w2522 0 200 18
Business payments .....ouvussseccs s 510 09 09 08 08 .08

Regional Emmmbc Maasurement Dmslon Eureau of Ecnnnmnc Analysns.
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TABLE 3A.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

Mideast l919 1950 1981 1982 183 1284

Transfer payments........ S v W13 1476 1493 1541 1543 1461

Government payments to individuals ssssssansaninsonn 13.07 1369 1393 1446 1445 134

Ret. disab, and heaith Ins, benefit pay. . 953 991 1040 1082 1087 10.61

Old-age, sur. and disabllity [nsur, pay. 565 584 613 633 25 595

Railroad retirement and disabilty pa 2 2 a1 2 o2 1

Federal civil, employee retirement pay J4 79 B4 85 84 R0

State and local govt. employee rel. pay - 98 98 .99 104 107 1l

Medical insurance payments, -~ 166 181 187 215 226 233

Workers' comp, pay (Federal and State) .. 1 1 NS [/ § A § R & N |

Oth. Gov't disab, insur. and ret. pay B L A [ R - R A 3 |

Unemplayment insurance benefit payment J6 92 76 99 989 g2

State unemployment Insur. compensa 67 .80 .68 95 86 g0

Unemp, comp. fer. fed. civ. empl, (UCF] 0 .01 0 () SN T S ) |

Unemp. compensation for RR employee 01 .01 .0 i3 02 0

Unemp. compensation for veterans [UCX]. 02 02 0l 00 01 00

Other unemployment compensation.. 05 .09 .04 00 00 00

Fed. educ. and tmg, asst. pay (exc). vels 20 2% 209 2% 26 M

Income maintenance benefit payments . 172 177 168 160 157 149

581, AFDC, general assistance payment 132 127 Ll§ 114 110 108

Suppl. security income [SSI] paym kR 4 32 a1 31 il

Ald to families with dep. child. [AFDC . 2 7 68 66 63 .60

General assistance payments 15 .18 17 13 17 .8

Food stamps. - By o4 3% 37 .3

Other income maintenance............ e 011411 09 09 08

Veterans benefit payments,, - 85 B8 B0 78 76 68

Vels pensions and comp. and mllnary . J2 11 10 69 68 @l

Educ. asst, to vels, depend., and surv.. 07 05 .04 03 03 .0

Veleians [ife Insurange benefit pay... . 06 06 .05 05 05 .05

Other assistance to VElErans ......c..mmeeen w0101 01 .00 00 .00

Other payments 1o Individuals.... . e 500000000 00 00 .00

Business payments to individuals......... S Al 43 a3 A5 a7 4

Payments to nonprofit Institulions ..meecesseenssensrs - 06 63 57 51 51 .40

Federal government payments s o180 1013009 10 10

State and local government payments N— e 39 36 32 29 33 .8

Business paymants . 313 12 a2 g2 .12

Rggimal E@mmn; Measurement nm‘siom Bureau of Economic Analysis.

TABLE 3B.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

M»deastsmelm 1979 1980 1531 1982 1y ~ lagd

Transfer payments... T 1387 1446 1461 1506 1505 14.2

Government payments to individuais.. 1283 1342 1364 1412 1409 1332

Ret., disab, and heaith ins. beneﬁt pay.. . 969 1016 1056 1050 10.35

Old-age, surv. and disability insur, pa 549 567 595 G613 645 576

Railroad relirement and disability pay 20 2 .20 20 .9 .18

Federal civil, employee retirement pay Jb 81 85 B 45 B0

State and local gavi. employee rel. pay. . 97 87 88 102 105 109

Medical insurance payments.... . - 16§ 180 185 213 24 23]

Waorkers" comp. pay. (Federal and Stafe) ... we ol R RN} 1. A2

Oth. Govt, disab, insur. and rel, pay 15 14 12 11 Al J0

Unemplayment insurarice benefit paymen " 8 73 95 M 5

State unemplayment insur, compensation 65 77 66 90 4 .58

Unemp. comp, for Fed, civ. empl, [UCF ) BN ) I 1 01 0

Unemp. compensation for RR employe 01 21 .01 03 .02 01

Unemp. compensation for veterans [UCX 01 020 0o 0 - 00

QOther unemployment compensation 05 .09 .04 00 .0 00

Fed. educ. and trng. asst. pay (excl. vels.) 0 % .29 6 % A4

Income maintenance benefit payments .. L4 179 168 160 1% 148

851, AFDC, general assistance payment... 134 129 117 L15 L1 108

Suppl. security income [SSI] payme 32 3 A0 30
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TABLE 3B.—1979~84 TRANSFER PAYMENTS AS A PERCENT OF TPI—Continued

Mndeaslnmm 1979 1980 1981 1932 1983 1984

Ald to families with dep. child. [AFDC] B4 79 8 81 6 6l

General assistance payments.... Jg8 47 a8 17 18

Food stamps.,....... 4 03 M 3% 3% 32

Other income malntenanrﬂ .. . S 0 13 a0 08 09 08

Velerans benefit payments... st . B J9 M 15 13 B

Vels pensions and comp. and rmhlsry ret... w60 67 BT 66 65 58

Educ. asst. to vels, depend,, and surv D05 0 03 02 02

- Veler: 5 [ife insurance benefit pay.... D 06 05 05 05 05

Other assislance to velerans . e 00 01 01 00 00 00

Other payments 1o individuals........... w0000 00 00 00 00

Business payments to individuals B S T A T | |

Payments fo nonprofit institutions .. . . B4 62 56 50 50 4B

Federal Government payments . . S | I

Stale and local government payments...... - . Bt B ) B R I

Business payrnents S . . -~ 3 03 dz 12 a2 12

Regmal Emnumm Measuremenl Dmsion Bureau of Econarmic Anarysrs

TABLE 3C.—1979-84 TRANSFER PAYMENTS AS A FERCENT OF TRl

h dcastsnunmelrn 1979 1980 1951 1952 1983 1984

Transfer payments,.. — S - 1147 1864 1899 20.07 2048 19.3

Government payments to individuals................ . e 1609 17,25 1769 1882 1918 17.84

Ret., disab, and health ins. benefit pay... 1223 1280 1348 1413 1437 14.03

0id-age, surv, and disability insur. pay 769 809 852 B9 890 854

Railroad retirement and disability pa 45 46 A5 46 46 42

Federal civil, employee retirement pay.. 56 Bl 66 69 .70 b8

$tate and local govt. employee rel. pay LI0 L1 LIe L0 128 132

Medical insurance payments L77 197 215 238 256 264

Workers' comp. pay. (Federal and State) . Joo 08 09 03 10 .0

Oth, Govt. disab. insur. and rel, pay S 50 M4 19 B 1

Unemplayment insurance benefil payment, 103 135 109 161 173 %2

State unemployment insur, compenss 94123 101 156 169 90

Unemp, comp. for Fed, civ. empl, [UC N 0 a0 a0 0 0

Unermp. compensation for RR employees 01 .01 .01 03 02 01

Unemp, compensatian for veterans [UCX 003 02 00 0 0

Oiher unemployment compensation 07 04 00 00 00

Fed. edue. and trig. asst. pay (excl. vels) 9 B 32 N B 7

Income maintenance benefit payments . 140 157 157 157 161 155

581, AFDC, general assistance paymen Lol 102 99 103 102 102

Supp. security income [351] payment b B R | | T R

Aid to families with dep. chiid. [AFDC] S0 50 47 49 49 A7

General assistance payments ...... J2 4 16 13 17 18

Food stamps - . - 28 3T 45 A1 46 A2

* Cther INCOMme MM BNANER cvvvessersrseemessee, ween G100 18 M 13 12 1

Veterans benefil payments..... 122 1.4 122 120 120 108

Vels pensions and comp. and military ... 109 LIl L1 L0 Lo 98

Educ, asst. 1o vels, depend,, and surv g .06 05 03 03 .03

Velerans Iife insurance benefit pay 0 06 06 06 .05

Other assistance 1o velerans...., o a0 a0 0 9 n

~ Dther payments to individuals..... s . -~ 00 00 00 00 00 .00

Business payments to Individuals, . - Al 55 84 57 60 6l

Payments {0 nanprofit institutions .. . e BB B4 76 B8 70 .67

Federal Government payments ........ e G180 1907 13 13 13

Stale and local government Payments ... . 54 5] 45 42 4 4

Business payménls - . 44 M4 13 1

nglﬁml Emnnmlc Measuremem Division, Eureau of Ecnmmlc Analysls.' )
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TABLE 4A.—1979~84 TRANSFER PAYMENTS AS A PERCENT OF TPI

_ Geeat Lakes 1979 ISHD 1981 1932 1933 1984

Transfer payments...... S—G— - 1171 1359 1379 1504 1537 1404

Government payments o indeuals - - . 1082 1269 1292 1420 1450 13.18

Ret,, disab. and health Ins, benefit pay . 805 B71 931 1012 1048 1015

Old-age, surv. and disability lnsur. pay 517 551 592 637 643 &l

Railroad retirement and disability pay. 22 .23 .23 .24 24 22

Federal civil. employee retirement pa A3 3% » 4 42 A

State and local govt, employee ref. pay. 6 6 0 77 83 B

Medical insurance payments... 147 167 18 207 223 227

Workers' comp, pay. (Federal and State M8 15 20 2 2

(th, Govt, disab. insur. and ret. pay. 07 07 06 06 06 .05

Unemployment insurnace benefit payment.. 66 163 L18 162 145 .65

Stale unemployment insur, compensa 59 120 L0l 157 141 82

Unemp, comp. for Fed. civ. empl, [tICF] 1) BN 1) B ) 01 .00 .00

Unemp. compensation for RR employees 01 .02 .02 03 .02 .0

Unemp, compensation for veterans [UCX 1) BN 1 S 00 .01 .00

_ Other unermployment compensaf 3 38 43 01 00 00

Fed. educ. and tmg. assl. pay (excl. vets) 3 18 2 19 21 2

Income maintenance benefit payments ... 127 148 185 157 167 158

551, AFDOC, general assistance payme 95 102 104 104 109 106

Suppl. security income (5S1] paymet 2 2 2 n n n

Aid 1o families with dep. child [AFDC) 65 J0 10 69 72 .67

General assislance paymenls 08 .10 12 315 16

Food stamps....... —— . 26 33 4 4 48 M

Other income maintenance...... e 001201000909 .08

Veterans benefit payments.. . .69 6 68 69 68 B0

Vets pensions and comp. and military et .. 55 56 .57 58 58 82

Educ. asst, 1o vels, depend., and surv... 08 07 06 05 04 03

Velerans [ife insurance benefit pay..... . 05 05 05 .05 04 04

_ Other assiSlance t0 VEIERNS .u...csssevssmssmssssssnn 0 0 01 00 00 00

Other payments to individuals.......... - . 03 00 00 Q00 .00 .00

Business payments to individuals compmmese A3 A5 45 A7 50 50

Payments to nonprofit institutions.. st e g sn g5 A6 45 42 31 3 36

Federal GOVEITMENT PAYMENIS .uw.vorwcussscsssssessspmessrsmenss S T 1 T [ NN ) N § |

State and local government payments......... ossesenins 20 20 17 06 A5 4

Busmesspayments S RPN ) Y S § D S § |

Regtonal Enommbc Measuuemenl Dmsnun Bureatt of Emnumu; Analysis,

TABLE 4B.—1979-84 TRANSFER F’AYMENTS ASA PERCENT OF TRI

Creal LakEsametm 1979 1950 1981 1982 1983 1984

Transfer payments........ A e 11121292 1312 1430 1457 1339

Government payments fo indvidUals....o o L1027 1205 1229 1349 1373 1256

Ret., disab, and health ins. benefit pay....... 154 Bl4 B74 953 985 960

Old-age, surv, and disability insur. pay 477 508 547 589 599 570

Railroad refirement and disability pay 92 2 21 2 19

Federal civil. employee retirement pay. 23 38 0 4 3

State and local govt. employee ret, pa .. B85 67 70 77 By BS

Medical insurance payments - . 143 162 180 202 216 221

Workers' comp. pay. (Federal and Stale) 5 18 18 21 2 8

Oth, Govt, disab. insur, and ret. pa 04 04 04 04 03 0

Unemployment insurnace benefit payment 62 161 115 154 L3760

State unemployment insur. compensation. S6 LM 96 149 133 58

Unemp. comp. for Fed. clv, empl. [UCF].. or 01 01 01 W0 .00

Unemp. compensation fur RR emiployee 002 02 @ 02 .0

Unemp. compensation for veterans [UCX] 01 02 0 00 01 00

QOther unemployment compensati 03 42 M o0 00 .00

Fed. educ. and frng. asst, pay (excl, vets) 3 1’ @ 192 2

Income maintenance benefit paymens ..., 131 151 158 160 189 161

581, AFDC, general assistance paymen 99 106 108 108 112 110

Supp!, security income [351] payment. 20 0 21 o2 21 2

ERIC
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TABLE 4B. —4979 -84 TRANSFER FAYMENTS AS A PERCENT OF TPI—Continued

v Gt I.akes min B T mz 1983 l9ge

/(B L B - A [ N

Aid to famifies with dep. child [AFDC]
B [/ A | | A |

General assislance payments....

Food stamps . N w21 3 420 43 40 M
Gther income malntenance.. . . 05 11 09 08 08 07
Veterans benefit payments — . 63 62 61 63 Bl 54
Vels pensions and comp. and rmhtary rét. . B0 80 50 .53 52 47

08 01 06 05 04 03
04 05 05 05 .04 .04
20 01 w0 00 00

Educ, asst. to vets, depend., and surv,
] Veterans life insurance benefit pay..
(Other assistance fo veterans.....

Other payments to Individuals........commen.. sssersrerersesen .03 00 00 00 00 .00

Business payments to Individuals. ... - o 42 43 43 45 8 M

. Payments to nonprofit insfitutions ........ - e G40 43 40 36 35 M
) Federal Governient payments...........u... S 13 14 310 a0 10
State and local povernment payments............. J99 s A5 a4 13

Business payments _— S A1 10 0 1 A1 B

Regmal E:mmic Mea;urement Dmﬂnn Burzau of Emmmn: Analyu

TABLE 4C.—1979-1984 TRANSFER PAYMENTS AS A PERCENT QF TP|

) o e i 99 bW \m w1
Transfer payments..... s 1423 1649 16.64° 1817 1883 1678
Government payments to lndmduals . 1321 1544 1564 17.21 17.82 1581

1022 1118 1173 1284 1324 1245
687 747 784 840 7 801
R | B B B ]
9 48 45 4 49 8
6 & N0 T8 M 8
165 15 208 231 252 1231
D | RN ¥ N | RN |
J9o 8 06 15 M4 12
B0 175 134 185 179 85
J4 150 123 190 1714 82
€ 01 01 01 0 00
a0 038 0038 M 03 0
02 02 02 o 0 0
03 19 o 0 00 00
N S ) B | ) B
107 135 140 143 159 145
J8 86 &7 B 95 90
289 g 2w 2%
45 83 6 5 61 56
004 05 06 07 08

Ret,, disab. and health ins, benefit pay.
Old-age, surv. and disabifity insur. pa
Railroad retirement and disability pay
Federal civil. employee refirament pay
State and local govt. employee ret. pay.
Medical Insurance payments .............
Workers; comp. pay. (Federal and State)
Oth. Gal. Disab. insur. and ret, pay..

Unemployment insurance benefit paymen
Slate unemployment insur, compensat
Linemp. comp, fer Fed. civ, empl. (UCF).
Unemp. compensation for RR employee
Unemp. compensation for veterans [UCK]
Other unemployment compensation.....

Fed. eduz, and tmg, asst. pay (excl, vels)
Income mainfenance benefit payments
551, AFDC, general assistance paymen

Suppl. security Income [$51] payment.
Aid fo families with dep. child. [AFDG]
General assistance payments.

Food stamps. 2 2 13 a2 58 M
- Other income maintenance......... 17 Y A T & R N [
Veterans benefit payments..... 85 9 95 9 ®

Vels pensions and comp. and military .. Bl B4 B3 BT B 5
Edue. asst. fo vels, depend., and su 090 07 06 05 04 .03
Veterans life insurance benefit paj 05 05 05 08 05 4
Other assistance to veferans . .01 .01 01 01 01 .00

Other payments to INAVIGUalS.....cecrrsees S i SR ) | 0 0 0 0
Business payments to individuals S—— NN ) B N N -
Payments to nonprofit institutions ......... _— s 209 S8 800 44 45 A2

Federal Government payments.... —— o W11 18 06 J2 13 13

State and focal government payments - L ) L [ [ IS |

Busmasspayments —— - — 13 13 13 1 o.n

Wegmal Economic Measuremenl Dmsm &mu ol Emnamu: Analﬁus
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TABLE 5A.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

F'lalns 1975 1980 1951 1983 1981 1984

Transfer payments.. 1186 13.09 1303 1389 1431 13.08

Government payments 1o individuals — 1,02 122 1221 1311 1350 1230

Ret, disab. and health ins. benefit pay... 456 920 943 1013 1050 9.89

Old-age, surv. and disability Insur, 564 600 616 658 672 62

Railroad retirement and disability pay.. A7 38 3 3B B M

Federal civil. employee retirement pay 62 & M 8 M 5

State and local govt. employee rel, pa 39 4 9 42 4 45

Medical Insurance payments . 157 178 186 207 224 224

Workers' comp. pay. (Federal and State) 05 .05 .05 05 .05 .05

Oth. Gowt, disab. insur. and ret, pay oz .02 01 0 0 .0

Unemployment insurance benefit payment 43 8 62 8 .19 44

State ynemplayment insur, compensatio 6 65 54 8] Js5 a1

Unemp. comp. for fed. civ. empl. (UCF) 0w 01 0 (1) BN ) RN

Unemp. compensation for RR employees o1 02 02 .03 03 .0

Unemp. compenzation for velerans [UCX]. 0 02 .0 00 .00 .00

~ Qther unemployment compensation.. 03 11 .04 00 .00 00

Fed, educ. and tmg. asst. pay (excl. v 6 2 23 21 24 22

Income malntenance benef’ t payments.... 84 .98 96 92 99 90

ral assistan 62 .65 .63 9 66/ 8

19 19 18 18 .19 .8

Aid to families with dEp child, [AFDL,] 41 A4 A2 39 A2 38

General assislance payment 02 02 0 02 03 .0

Food stamps. 18 24 .2 21 N .6

Qther income maintenance....... i . 06 09 07 06 06 .05

Veterans benefit payments - . 102 100 96 98 97 B4

Vels pensions and comp. and rmhtary ret. - 83 B4 B2 85 8 74

Edue assist to vets, depend., and surv., 13 o 08 .07 05 04

Veterans life insurance benefit pay . D6 05 0§ 05 05 05

~ Dther assistance to individuals .. T 1 ) ] 1) 1]

Other payments to individuals - e 0201010101 01

Business payments to individuals —_— A0 43 42 43 41 46

Payments to nongrofit institutions . —_— . A1 A 40 ¥ 32

Federal Government payments.............. N, 5 8 4 0 1.

. State and local government payments..... - B N [ I & R |

Business payments it Al Ao 10 10 .10 10

Regnnal Emmmic Measuremenl DMsIon Bureau of Ecnnnmlc Analysls,

TABLE 5B.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

Fiams—melm 1979 1950 1981 IQBE 1983 1984

Transfer payments........ . e 1050 1142 1160 1214 1229 1139

Government payments 1o lndmduals S 971 1062 1083 1141 1154 1085

Ret, disab. and health ins. benefit pay. . . 139 178 316 863 879 843

Old-age, surv. and disability insur. pa 465 485 510 537 539 508

Railroad retirement and disability pay. M3 03 3 3 3l

Federal civil. employee retirement pa 55 59 62 6 64 6l

State and local govt. employee ret. pay. 4 40 39 42 45 45

Medical insurance payments.... 138 153 163 179 180 192

Workers' comp. pay. (Federal and State) .. 06 .05 .05 05 05 .05

Oth. Govi, disab. insur, and ret, pay. (1) NN ) S ) 0 .00 .0

Unemployment insurance benefit payment.. 4 82 M 84 15 A

State unemployment insur, compensation M 62 54 17N N 38

Unemp. comp, for fed, civ. empl. [UCF]. (1) 1) QR ) 0 .01 00

Unemp. compensation for RR employees 0 02 02 03 02 .01

Unemp. compensation for veterans [UC) 01 .01 0 00 .01 .00

~ Other unemployment compensation.... 04 16 07 00 .00 00

Fed. educ. and trng. asst. pay (excl. vets) 15 20 21 19 2 2

Income maintenance benefit payments ... 83 94 95 89 94 .87

551, AFDC, general assistance payme 62 65 B4 59 62 .60

Supp. security income [$51) paymed 15 15 15 15 15 .15

ERIC
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TABLE 5B.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPl—Continued

B Fhinsﬁmglr; )

1979 1980 1381 1982 19 194

Aid 1o families with dep. child. [AFDC)

v A§ A7 A6 A2 MM Al

General assistance payments. e G020 03 03 03 03 .03

Food stamps — . . 82 % % 8 A

Other income maintenance 0307 05 M 04 04

Veterans benefit payments........ - 9 8 & & 8 4
Vels pensions and comp. and military 1 J3 B M M 6

Educ. asst, to vets, depend., and surv, 300 09 07 06 04

Veterans life insurance benefit paj 5 05 05 05 05 .05

Other assistance fo velerans 1) SN 1) SN 1} B | 01 .00

Cther payments to individuals.......... 0 00 00 00 00 00
Businiess payments 1o Individuals 39 41 40 42 M 4
. Payments ta nonprofit institutions... A 39 3B a1 3 .;m
Federal Gavernment payments e 234 03 0 o o
Stale and local government payments JE 6 05 3 12 1
Business payments do .09 09 09 09 09

Regioﬁa] Economic Measurement Divisian(ﬂureau of Economic Analysis. )

TABLE 5C.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPl

Pains—nanmetro 1979 1980 1981 1982 1383 1984

Transfer payments.... . 1383 1564 1508 1652 1750 1563
Government payments to individuals -_ - 1292 1466 1421 1567 1659 1478
Ret., disab. and health ins. benefit pay....., . 1027 1139 1126 1241 1319 1209
0ld-ags, surv, and disability insur, pa 708 777 168 B42 881 793

Raitroad retirement and disabifity pay. A 43 0 48 M m

Federal civil, employee retirement pay 49 55 55 99 62 .56

State and local govt. employee ret. pay. T ) R R - Y B T

Medical insurance payments....... 185 216 219 249 279 271

Warkers' comp. pay. (Federal and State) 004 04 04 04 04

Oth. Gowt, disab, insir. and ret, pay.. 0 03 02 02 02 02
Unemployment insurance benafit payment .. A5 17 589 8 86 49
State unemployment insur. compensation B 70 5 83 8 o4

Unemp. comp, for Fed. ¢iv. empl, [UCF], L0 01 061 01 01 .00

Unemp. compensation for rr employess.., o 02 02 0 03 a0

Unemp. compensation for veterans (UCX] Q002 01 00 01 00

Other unemplayment compensation 02 02 01 00 .00 00

Fed, educ. and tmg, asst pay (excl, vets) .. B 2% % 25 1 25
Income mainfenance benefit payments ..., 85 105 98 97 108 95

551, AFDC, general assistance paymen .6l 66 61 60 65 59

Suppl. security income (SSI] payment, 2B B3 B 4 n

Aid to families with dep, child. [AFDC] 34 A0 36 L T 34

General assistance payments........... e 01 02 02 02 0z 02

Food stamps. . I 25 7 9 u B

Other income maintenance.... 06 4 0 00 09 07

Veterans benefit payments............. . LI5 118 109 LM L6 .98

Vets pensions and comp. and military ret G600 102 95 101 105 89

Educ. asst, to vels, depend,, and surv, Jd2 09 08 06 05 04

Velerans [ife insurance benefit pay.. 06 06 06 05 05 05

Other assisfance fo veterans ..., Q000 0 0t 01 00

Other payments to individuals...., 08 038 03 03 .0 .03
Bissiness payments to individuals......... - v Y | N )
Payments to nonprofit institutions ..., A3 81 M4 39 40 ;.
Federal Gavernment payments ............ d6 8 15 12 13 1z
State and local government payments, 2002 18 16 06 .14
Business payments ..., DA A | R ) N S B 1

Reghoal Economic Measuremen! Division, Bureau of Economic Anlysls,
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TABLE 6A.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

o Subeat om0 m m m W
TRANSIET PAYMEMS.rvvsvosswcssssmsssssssssmnesisssssssssssesisssossseses 1445 1536 1547 1598 1616 1503

Government payments 1o Indl\nduals — e 13,58 1449 1465 1521 1537 1425
Ret., disab, and health ins. benefit pay... . 956 1006 1044 1089 11.08 1069
Qld-age, surv. and disabllity insur. pay 604 630 647 670 676 643
Railroad retirzment and disability pay... 26 26 2 2 2B A4
Federal civil. employee refirement pay... 92 9% 103 105 L0599
State and local govi. employee ret. pay 49 51 53 56 59 60
Medical insurance payments....... - 157 173 181 210 220 223
Workers' comp. pay. (Federal and State), 08 08 09 09 a0 .00

Oth. Govi, disab. insur, and ref, pay 20 18 16 M4 14 02
Unemploymen! insurance benefit payment 41 63 53 80 78 43
State unemployment Insur, compensation.. J5 M 8 1 A
Unemp. comp. for Fed. civ, empl. (UCF] a o0 o e 0 0
Unemp. compensation for RR employees 1) SO 1) O ] ) B
Unemp. compensation for veterans [UCX]. 02 02 .01 00 0l 00

~ Other unemployment compensation... 03 05 02 00 00 .00
Fed, educ. and trng. asst. pay (excl. vels) ... 48 17 13 17 1
Income maintenance benefit payments ...... 144 160 155 143 142 130
581, AFDC, general assistance payment. ) S| S | Y [ I [ B ) |
Suppl. security Income [S51] paymen 40 50 49 4 4 &

Aid to families with dep. child. [AFDC] A A 28 26 % A

General assistance payments 00 00 00 00 .00 .00

Food stamps . s 55 64 66 .58 .59 51
QOther Income maintenance . . 08 5 1z 10 a0 08

Velerans benefil payments.. . J— 203 200 19 19 191 168
Vets pensions and cump and military ret. , - L76 179 176 179 177 156
Educ, asst. to vets, depénd., and surv. . J8 4 a2 00 07 06

Veterans [ife insurance benefit pay........ . 06 07 06 06 .06 .05

~ Other assistance to veterans — 02 02 02 02 01 0
Other payments to Individuats — ) 00 - 00 00 00 00 00
Business payments 1a individuals....... I | | A3 42 44 A6 46
Payments 1o nonprofit institutions. . ST | S | T | I & B < R

Federal Government payments ............. ) ooy e 12 12 12
State and local governmenl paymenls S N B A7 15 A2 .12 1
Business payments .... 1100 09 09 .09 .09

ﬁegb;sl Economic. Measurement Division, Bureau of Economic A:nglj;si:,

TABLE 68.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

B Southeasl—etro 1979 1980 1B 1982 1983 1984

Transfer payments s e 13,28 1397 1411 1456 1464 13.66
Government payments lo individuals . 1248 1317 1336 1385 1390 1294

Ret,, Disab, and health ins, benefit pay ... . B8 927 963 1006 1018 984

549 568- 583 603 606 578
B4 a4 W B2
102 109 L3 L5 L3 L0
A1 48 50 5 56 5
150 163 179 197 206 208
08 08 08 09 09 .09
o o1 06 05 05 04
349 4 6 61 %
2% Al 5 s X
o ot o 01 01 0
o 0 0 o 01 0
02 0 0 00 0 00
02 05 02 00 00 .0
TR N TN € B T
I 123 19 19 L7 9
6l 61 8 56 55 53
I IR - B (R

Old-age, surv. and disability insur. pay
Railroad retirement and disabitity pay
Federat civit, employee retirement pay
State and local govl, employee ret, pay.
Medical insurance payments
Workers' comp. pay. (Federal and Slale
(th. Govi. disab. insur, and ret. pa
Unemployment Insurance benefit payment ..
State unemployment Insur. compensation
Unemp. comp, for Fed. civ. empl. (UCF)
Unemp. compensation for RR employees
Unemp, compensation for veterans (UCX) ..

~ Other unemployment compensation
ved. educ. and tmg. asst. pay (excl, vels)

Income maintenance benefit payments ...
§81, AFDC, generat assistance pay)
Suppl. security Income [S51) payme

O
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TABLE 68.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI—Continued

Saumeasl=lnelm 1979 IEBB 1981 !SBZ 1583 1984

Ald to families with dep, child, [AFDC)... i 27 .24 A 220

General assistance payments............ £ 00 00 00 00 .00

Food S1amps ........uvn. . A 5l 52 A5 A4 .38

Other income maintenance . - e 0B 11 08 07 07 08

Veterans benefil payments........... N o 204 201 185 195 188 165

Vets pensions and comp, and mllnary ret L7t 178 176 178 175 153

Educ. asst. o vels, depend., and surv T | T I [ I A

Velerans Iife insurance benefit pay. we 0107 06 06 06 .05

! Other assistance 1o velerans ... e 020201 01 01 01

Other paymers to individuals......... . D00 00 00 00 00

Business payments to individuals...........eeons . A9 4 A a2 M M

Payments o nonprofil institutions — Al 40 3B 33 3 .2

Federal Government payments . . 56 14 a1 a1 o

State and local government payments _— N BT - I I | A | R [

Business paymenls . S Jo 09 .08 08 08 08

Regmal Ecmormc Measulemenl Dnnslon Eur:au o E:unumn: Analysxs

TABLE 6C.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

&urhesslxmnmetm 1979 1980 1981 1982 1983 1954

Transfer paymants, " . _— oo 1113 1868 1872 1942 1994 1843

Government payments to Individuals....... s - 1611 1763 1775 1851 19.00 17.50

Ret,, disab. and health ins. benefil pay.... 1112 1196 1236 1289 1332 1280

Old-age, surv. and disability insur, p 731 780 800 830 850 805

Railroad retirement and disability pay. 28 8B B u nw %

Federal civil. employes retirement pay.. B8 75 19 82 83 N

State and local govi. employee ret. p S 8 58 62 & &

Medical insurance payments L73 189 219 240 25 259

Worker's comp. pay, (federal and State Jo 10 0 a1 g2 a2

oth, govt. disab. insur, and ret. pa S0 47 41 3 % 3

Unemplayment insurance benefit payme; 62 96 82 14 122 67

State unemployment insur. compensa S5 86 75 L0 L7 64

Unermip, comp. for Fed. civ. empl. [UCF] 20 0 0 02 0 .0

Unemmp. compensation for RR employees 1) IR 1) SN N 1 NN S |

Unemp. compensation for veterans [UCX b2 02 02 00 01 0

Gther unemplaymen} compensation.,... S 06 03 00 00 00

Fed. edue. and trng, asst. pay (excl. vets) 519 08 15 8 6

Income maintenance benefit payments .. 1 250 241 225 231 212

S81, AFDC, general assistance payment.. 128 130 123 L19 119 11§

Suippl. security income [5SI] paym ; B8 8 B 84 1

Aid to families with dep. chifd. [AFDC] 40 4 338 3B B .3

General assistance paymenls ............. .00 L0 00 00 00 .00

Food stamps ..........c.ns — w B0 85 9% 90 9% .43

Other income malﬁtenance . 2 19 17 6 13

' Veterans benefit paymens......., 200 197 198 197 175

Vels pensions and comp, and mllltary rel - 180 178 180 187 162

Educ. asst. lo vets, depend,, and surv., J4 02 0 07 06

Veterans Iife insurance benefit pay 06 068 06 .06 05

Other assistance to veterans......, fz 02 22 01 0

Other payments to individuals........ 20 00 00 00 00

Business payments to individuals A 48 50 5 8

Payments to nonprofit institutions S 49 A 41 0.3

Federal Government payments ...... 2 19 1 15 5

State and local government payments....... A 19 1 15

Business payments A1

2 o1 a1 1

Regional Economne Musuremenl Dmsmn Bureay of Ecnnnmn; Analysns
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TABLE 7A.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TP|

Soulhwesl 1979 1980 1981 1w mj 1984

Transfer payments. . 1135 1175 1144 1181 1244 1162

Government Payments to Indlviduals ] . 1051 1089 1063 1105 1166 10.85

Ret., disab, and health ins. benefit pay..... . 138 760 759 794 832 809

Qld-age, surv. and disabifity insur. p 460 468 472 416 494 A6

Railroad retirement and disability pay 20 20 09 18 19

Federal civil. employee retirement pa J4 8 13 79 8l .78

State and local govl. employes ret, pay.m - A2 M A6 A8 54 51

Medical insurance paymenls . . 130 .13 135 163 175 LT

Workers' comp. pay. (Federal and Stale)...... . 1 0 09 08 08 9

Oth, Gev'{ Disab. insur. and retirement pay.. a0 00 0 o 0

Unemployment insurance benefit payment...... 98 23 48 68 b

State unemployment Insur. compensation o028 21 4 6 .35

Unemp. Comp. for Fed. civ. empl, [UCF a0 .0 00 00 .0l

Unemp. compansation for RR emplayess g0 0 0 0 00

Uniemp. compensatlon for veterans [UCX 00 S 00 01 00

Other unemployment compensation 01 01 01 00 00 .00

Fed. educ. and trag. asst. pay (excl. ve 12 15 14 12 13 .13

Income malntenance benefit payment 90 100 .91 3 89 .83

S81, AFDC, general assistance payment. 8 46 42 3 41 A4

Suppl. security income [SS1] paymen 2 31 .29 27 27 27

Aid to families with dep. child, [AFDE). 16 16 N 12 [T}

General assistance payments . 00 00 00 00 .00 .00

Food stamps — 4 4 3 3% 3l 3

Other income mainfenance s 07 03 10 09 08 07

Velerans benefits payments - 188 182 172 166 161 142

Vets pensions and comp. and rmhlary rat . 162 161 155 153 150 132

Educ. asst. to vets, depend., and surv.. J8 3 10 08 06 04

Veterans life insurance benefit pay.... . 06 06 05 05 .05 .05

Other assistance to veterans. _— 002 0 0 0 0

~ Other payments to individuals e 0803030203 02

Business paymenls fo individuals s sssetess 43 45 M A5 47 48

Payments to nonprofit institutions . SR | B )| d6 30 3 .

Federal Governments paymenis . S Js 15 14 10 .1 J1

State and local government paymenis.... erssivas Jé 16 13 11 a0 .09

Business payments ......... [ 010 09 09 09 09

Rexmal Econemic Measuremenl Dmslon Bureau of Ecnnnmx; Analysls

TABLE 7B.—1979~84 TRANSFER PAYMENTS AS A PERCENT OF TPI

Sﬂulhmsl=melm 1579 1530 1981 1982 l§33 1954

‘Tansfer payments...... . s 1021 10491023 1057 1109 1033

Gavernment Paymgnls lﬁ lndmduals 941 967 946 984 1035 459

Ret., disab. and health ins. benehlp 652 667 668 699 7129 71.08

Old-age, surv, and disab . 396 400 404 407 A2 06

Railroad retirement and disabifity pay NV ¥ A | | N | |

Federal civil. employee retirement pay Je g6 16 & 8 I

State and local govt. employee ret. pay. 4 43 45 4 5 5

Medical insurance paymenls L4 121 118 143 153 1582

Workers' comp. pay. (Federal and Slale A0 J0 .09 .08 .08 09

Oth. gov't disab. insur. and relirement ¢ o 01 01 00 00 00

Unemployment insurance benefit paymen g8 2% 21 A3 64 M

State unemployment insur. compensation 15 23 .18 41 62 .33

Unemp. Comp. for Fed. civ, emp!. [UC 01 0 .00 01 01 .00

Unemp. compenzation for RR employee 00 01 .00 01 01 .00

Unemp. compensation for veterans [UCX 01 on 0 00 000

Other unemployment compensation 01 0 .0 00 00 .00

Fed. educ. and trg. asst. pay (excl. vels) 12 4 1 11 13 12

Income maintenance benefit payments... 74 82 16 69 73 B9

851 AFDC, general assislance paymen 37 6k 33 3l 3 3

Suppl. security income [SSI] payment 23 23 .2 20 2 2




\m‘

0
TABLE 8A. =1979s34 TRANSFER PAYMENTS AS A PERCENT OF TP

 Rocky lﬂn 1979 1930 1951 1582 1983 1984

Transfer payments.......... 119 1168 1186 1249 1290 1214

Government payments to individuals...... — 1029 1079 1101 1§ 208 1133

Ret, disab. and health ins. benefit pay o 142 164 794 B33 867 8.5

Oid-age, surv. and disability insur, pa 426 437 448 463 475 484

Railroad retirement and disability pay. 36 3% 3B 3 3R

Federal civil, employee retirement py;. 4l 9 10l 1, 105 101

State and local govl. employes fef, ps 48 52 R 46 61 63

Medical insurance payments 105 L12 L1314 14 147

Workers' comp. pay. (Federal and St 30 % 35 28 4 42

Oth. Govi, disab. insur. and ret. pay.. 06 .05 .04 04 04 .0

Unemployment insurance benefit paymen... 39 M 55 & 85 .56

Stale unemployment insur. compsnsal 43 48 M k.Y 8 .52

Unemp. comp. for Fed, civ. empl. [0 02 02 02 m 0202

Unemp. compensation for AR employse g 2 0 03 0201

Unemp. compensation for veterans [U 0 02 0 00 o 01

Other unemployment compensation 02 01 0] 0 0.0l

Fed, educ. and trng. asst. pay (excl. vels), B J) B~ | 20 .2

Income maintenance benefit payments .. 75 86 8l N 8 I8

881, AFDC, general azsistance paymen 49 80 4 A6 48 A8

Suppl, security income [SSI] paymert 9 20 19 g A9 20

Aid 1o families wilh dep. hid, [\ 30 30 2 26 28 .26

General assistance payments..... 201 0 A0

Food stamps.... ] 26 2 26 28 25

Other income maintenance 0 07 s D6 .06

Velerans benefit payments.. 51 146 146 143 125

Vets pensions and comp. and mifitary 1., 13l 128 131 130 115

Educ. assl, to vets, depend., and suv J3 10 0 0 05

Veterans life Insurance benefit pay 06 05 06 05 .04

Other assistance to veterans ... o 0 )| a0l

Other payments 1o individuals £ 02 0 o0

Business payments 1o individuals... 43 A M Y

Payments to nonprofit institutions 46 42 k1) 35

Federal Government payments . S d8 04l A1

State and local government DAYMENIS....coumummmenss oo B 1 I { T 1 12

Business payments A2 12 12 A2 .12

Regional Economic Measurement Division, Bureau of Fconani s,

TABLE 8B.—1979-84 TRAKSFER PAYMENTS AS A PERGENT OF TPI

Rocky Min—metro 197 1980 1881 1982 1383 984

Trans!s” payments...... . — w1040 1084 1103 1140 1166 1088

CGovernment payments to individuals . 955 998 1021 1082 1088 102

Ret, disab. and health ins, beefit pay... . 668 687 715 14 166 149

Otd-ag3, surv, and disability insur. pa. 362 372 382 30 39 385

Railroad retirement and disability pay... I A B | A 0

Federal civil. employee retirament pay. 99 106 109 LI0 LI 105

State and focal govi. employee rel, py 46 49 4 52 59 58

Medical insurance payments.... g5 100 o5 10 1Ly 18

Workers' comp. pay. (Federal and Stal 3N % 3 ki Al M

Oth. Govl. disab, insur. and ret. pay 1% SN < B 02 0 0

Unemployment insurance benefit payment 3 M4 M 12 JioM

State unemployment insur, compensali 26 39 A 8 69 38

Unemp. comp. for Fed. civ, empl. [UCF 0 0 .0 02 a0

Unemp. compensation for RR employees 1) N 1) ) | 0 02 0

Unemp. compensation for veterans [UCK 1) BN SN ) | 00 00

Other unemploymant compensation. pz2 .01 00 00 00 00

Fed, educ. and trg. asst. pay (excl. vels 15 0 2 0 20 .19

Income maintenance benefit payments ..., 12 82 I8 74 7N

$81, AFDC, general assistance paymenl 49 50 A8 46 47 A6

Suppl. security income [SS1] paymet, 17 18 .18 18 18 19
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TABLE 70.—1973-84 TRANSFER PAYMENTS AS A PERCENT OF TPI—Continued

198 1984

Smuxhwexl—iﬁetm 1979 1980 1981 1982
Ald to farnilies with dep. cid, [AFDC] 14 13 12 10 A2 A2
General assistance paymenls 0 00 00 00 00 .00
Food stamps... . 1 3% 3B 3 A 30
(Other income malnlenante D6 10 08 07 07 06
Veterans benefils paymenls.,. 184 L77 167 162 156 136
Vels pensions and comp. and miitiy 158 156 150 148 145 127
Educ. asst to wets, depend,, and surv,, J813 11 08 06 .04
Velerans life insurance benefit pyy. D6 06 05 04 05 05
Other assistance to velerans 00 0 0 0.0
Other payments lo individuals 00 00 00 00 00 00
Business payments to individual A2 4 A3 A 46 46
Payments to nonprofit Institutio A8 338 M 29 9 n 2
Federal Governments  payments.. ; J4 5 13 a0 00 10
State and Jocal government paymenls..,....,...m;...i... J8 .4 12 a0 10 09
Buslness payments ....... _ 09 09 08 .08 .08 .09
Reg‘mnal Eemomic Measurement Drivision, Bureau of fovonk Analysis.
TABLE 7C.—1979-84 IRANSFER PAYMS ENTS AS A PERCENT OF TPI
Suuthwesl=wnmetm 1979 IQED 1981 1982 1983 1984
. 1527 1629 1579 1633 1748 1651
1432 1529 1486 1546 1658 1561
1034 1095 1089 1139 1218 1193
6.80 713 715 723 783 740
3 32 330 3 . .n
Bl 87 .88 49 .94 ]|
: cal gowt 45 A8 49 52 60 6]
Medical inswance payments ... - 182 201 184 231 25 Z60
Workers” comp. pay. (Federal and Stitg) A 11 10 09 a0 10
Oth. Govt, disab. insur, and ret, . D03 03 02 02 02
Unemploment inswrance benefit payme... 25 40 M 65 8 4
State unemployrrient Insur, compenalion 21 35 30 62 82 4
Unemp. comp, for Fed, civ. empl. (IR 0 0 o o0 0
Unemp. compenzation for RR emplyees . 01 020 02 02 hA
Unemp. compensation for veterans [ICX] o0 01 01 00 61 00
Other unemployrmient compensatio... 200 0 01 00 .00 .00
Fed, educ. and g, asst. py (exc, vili) 4 8 13 15 15
Income maintenance benelit piyments. 144 163 146 134 147 138
551, AFDIC, general assistance paymen B6 B85 76 B9 73 71
Suppl. security inome [S5H] payme 61 60 54 51 51 .50
Aid 1o famtifies with dep. chid. [AFC] - T R N | B )|
General assistance payments . . 00 00 00 00 .00 00
L1 L T—— - _— . 46 57 583 50 60 .54
Other income maintenince 2 1% 4 4 .3
Veterans benefit pyments.. 200 200 190 184 181 162
Vels pensions and comp, and mitay ret L7 1719 172 170 169 152
Fduc. assl. ta vets, depend., and s o3 0 07 05 .04
Velerang [ifé Insuerance benefit pa 06 07 06 05 .05 .05
Other assistance to velprans 202 02 01 01 01
Other payments to individuals,., 6 4 11 a0 .11 10
Business payments to individuals... 45 50 49 50 5 5
Payment to nenprofit institt S 8 M4 -3 B 3%
Federal Government payments.. 18 19 17 12 13 .13
State and local governrnem paymen -1} VR S S I R |
Busingss PAYMIENIS ..o - - oevvrnissesans _— e W12 1210 B I |

1l

fegionat Ecnﬂnmlc Measurgment Division, Eu};au of E@ﬁ;mk Analysis.
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TABLE 8B.—1979-84 TRANSFER PAYMENTS AS A FERCENT OF TPI—Continued

" Rochy Win—nelro B 1979 T

a3 nw o n %
1) ) ) SN} B |
94 5 13 2 2
04 08 06 05 05 05
169 166 160 158 152 132
143 144 142 142 140 122
A9 4 0z 9 7 05
L6 06 05 05 05 04
' SN ) ) B) I ) B

Aid ta families with dep. child. [AFDC].

General assistance payments............

Food stamps
Other income MAINtENANCE. ... comecsrsmmssssenssessrneen
Veterans benefit payments
Vets pensions and comp. and mmtary ret..
Educ, 235t to vets, depend., and surv..
Veterans life insurance benefit pay...
Other assistance lo veterans ..

Other payments lo individuals . s 00000000 00 .00 00
Busingss payments 10 INOIVIBUAIS. .....censuccscnsmsssssmmmssssmsssmasernes A0 A2 42 43 45 45
Paymenis fo nonprofit institutions ............... S—— A M4 b 33 o33 32

Federal Government payments........ . e M 1F 13 00 10 10

State and local goverment paymenis ...... S LA F: T (T U RN § B ]

Business payments ... - , 211 o BITEENG| 1l

Regmal Emﬂnmnc Measuremenl nmsmn Bmeau nf Ecnnnm»c Analysls

TAELE 8C.—1979-84 TRANSFER FAYMENTS AS A PERCENT OF TPI

) Ra-:ky Mtn—nanmelm ) 1979 1980 1981 1982 1983 13w

Transfer payments.. — s 15,60 1320 1338 1454 1532 14.66
. . 1L65 1224 1247 1367 1443 1376

877 803 937 1003 1056 1059
541 553 568 603 628 623
A2 A2 Al 4 A4 A2
Federal civil. employee retirement pay. 17 81 84 .90 93 92
State and local govt. employes rel. pay... S 57 8 63 N1 n
Medical insurance payments......... . 123 13¥ 144 160 175 18
Workers' comp, pay. (Federal and State) w29 26 033 3B 3/ A

Oth. Gavt, disab. insur. and ret, pay d110 08 08 07 07
Unemplayment insurance benefif payment NI B A
State unemployment insur, compensation. A6 65 65 L9 129 I;gﬂ

0

Ret disab. and health ins. Enefn‘bay
0id-age, surv, and disability insur. pay
Railroad retirement and disability p

Unemp. corp. for Fed, civ. empl, [UCF].. 02 03 03 0 n
Unemp. compensation for RR employees 22 03 03 05 M
Unemp. compensation for veterans (UCX) 02 02 Mmoo o000 01 .0
Other unemployinent compensation., 02 02 02 00 01 01

Fed. educ. and trmg. asst. pay (excl. vets BV B/ S R T )
Income maintenance benefit payments B0 9% & &7 9w 9
581, AFDC, reneral assistance payment .51 Sl 4 4 51 8
Supp!, security income [S51] payment.. 2 2 2 21 22 .23

Aid to families with dep. child. [AFDC]. 28 9 B 5 B 7

General assistance payments...... 000 a0 0 o0 0

Food stamps .. . SR ——————— - T. I ) N A T
Other Income maintenance........... - . 13 09 09 09 08
Veterans benefit payments... 128 125 121 124 125 L12
Vets pensions and camp “and military ret... 106 106 104 L1000 112 101

Educ. asst. fo vets, depend., and surv .. 511 10 08 07 05
Veterans life insurance benefit pay... 06 06 05 06 .08 .04
Other assistance to veterans .... a0 0 00 0 0
Other payments to individua 08 07 06 04 04 03
Business payments tg individua A A5 45 47 49 8
Payments to nonprafit instit 52 50 46 41 40 40
Federal Government paymen!s e 7 8 32 13 1
Slate and local gwernment payments.... 2 2 17 1 1 o1
Business payments... . 13 13 13 13 a3

' Regmnal Ecnnomu: Measurﬂmenl Dmsm Bureau of Ecanomic Anahms.
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TAELE 9A.—1979-84 TRANSFER AYMENTS AS A PERCENT OF TP|

Far We;l 1979 1980 1981 1932 1983 1984

Transfer payments.......... — 1241 1296 1338 1405 1417 1339

Government payments 1o indviduals. " - 1159 1215 1260 1330 1340 1263

Ret., disab, and heallh ins, benefil pay.. . 798 819 869 911 925 9l

Old-age, surv. and disability Insur, pay... 436 447 470 4B 491 479

Railread retirement and disability pay. 518 015 18 05 .13

Federal civil, employze refirement pay & 4 a8 06 2

State and local govi. employee rel. pay... & & 9 8 ¥ 1;

Medical Insurance payments 148 157 L75 187 198 203

Workers' comp. pay. (Federal and State) 26 4 B B 2 I

Oth. Govt, disab, insur. and ret. pay.. 9 18 20 20 20 19

Unemplayment insurance benefit payment A9 68 68 101 100 61

State unemployment insur. compensation A4 61 .62 98 97 59

Unemp. comp. for Fed, civ. empl, [UCF] 00 a0 0 0 0

Unemp. compensation for RR employe 0 00 00 01 01 00

Unemp. compensation for veterans [UCX 2 01 0 00 01 00

Other unemployment compensation..... 03 .0 04 A1 000

Fed. educ. and tmg. asst. pay (excl. vets) Jd gz 4 1z 13 12

Income maintenanca benefit payments ... 163 119 114 1713 114 184

851, AFDC, general assistance payment.. 137 145 140 141 141 136

Suppl. security income [S51] paym B B 58 &5 8 A

Ald to famiiies with dep. child, [AFD 5 81 % 81 83 N

General assistance payments......... . 03 03 0 .m0 M4 M

Food stamps N 20 2 B 1B AN

Other income maintenance SR— . 06 11 09 9 .09 .08

Veterans benefit payments.....c..us 138 135 134 133 128 LI0

Vets pensions and comp. and mdnary e - L8 L18 L13 1Ll 10

Edue, asst, to vets, depend., and sirv 0 0 06 M

Veterans life insurance benefit pay... £ 05 05 05 .04

Other assistance to velerans 20 0 01 00

Other payments to individuals... Qa0 00 00 00

Business payments 1o individuals. A2 41 43 45 &

Payments ta nonprafit institutions A 3% 32 2 3l

Federal Government payments J3 a0z .09 0 10

State and local government PAYMENtS .....emmseeesises Js 4 gz a9zl

Business payments ......ccceccscs 5 1 NS § U RS {1 B {1

Regnma| Emnmk' Musuremenl DMSM. Bul!au of Economic Analysis.

TABLE 98.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

Far WEslsMem 1979 1980 1931 1982 1983 1984

Transler payments....... S 1216 1266 1303 1366 1378 1299

Government payments to individuals.. . 113 1185 1226 1292 1302 124

Ret., disab, and health ins. benefit pay...... \ 798 845 882 895 884

Old-age, surv. and disability insur. pa 420 430 451 467 469 456

Railroad retirement and disability pay. J4 4 4 14 4 13

Federal civil. employee retirement pay 6 68 72 14 13 .89

State and local govi employee rel, pay. A 8 9 9 8 10

Medical insurance payments 147 155 173 184 18 200

Workers' comp. pay. (Federal and State) . B3 X o n B

Other Govt. disab, Insur. and rel, pay 9 19 2 20020 19

Unemployment insurance benefit paymen| 46 63 .62 95 95 5

State unemployment insur, compensation 41 56 .57 92 92 .56

Unemp. comp. for Fed, civ. empl, (UCF]. 1) BN 1) ) NN ) B ) |

Unemp. compengation for RR employe 00 0 00 01 0 00

Unemp. compensation for veterans [UCX 01 01 01 00 0 .00

Other unemployment compensatian..... 02 04 .03 00 00 .00

Fed. educ. and trng. asst. pay (excl. vets) 10 12 13 .12 13 .12

Income malntenance benefit payment: 164 179 114 173 113 183

§81, AFDC, general assistance 138 147 142 143 142 13

Supp!. security income [SSI] paymien 60 63 .59 57 54 .54
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TABLE 9B.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI—Continued

i Wesl—Helig 99 190 198 18 13l

58 80 82 83 1
08 03 03 .04 04 04
2.0 4 n 2 19

Aid 1o familles with dep. child, [AFDC)
General assistance
Food stamps

Other Iricome malntenance..... s 06 A1 0908 09 08
Velerans benefit payments......... - — 137 134 132 130 125 1.8
Vets penslons and comp, and mifitary ret - L6 L6 L6 L17 114 49

om0 06 0
05 05 05 .05 05 04

Edue. asst, 1o vets, depend., and surv
Velerans life insurance benefit pay.....

Other assistance to veterans . s 00 00 01 01 01 00

Other payments ta individuals - 0 00 00 00 00 00
Business payments fo Individuals . o S BB ) Y ) B < I R 1
Payments to nonprofit institutions........ . - Al 40 36 .31 ) B ]
Federal Government payments .. - - 2013 a2z 0 090 .09
State and focal government payments . . L T | N RN 1 R VI |
Business payments .., _— . - S I | N (R {1 R [ I [

Regioﬁé!%mﬂwic f[éésurenéﬂi Division, Bureau of Economie Analysis. )

TABLE 9C.—1979-84 TRANSFER PAYMENTS AS A PERCENT OF TPI

Fat Wesl—nonmelro 1979 1980 1981 1982 1983 1984
Transfer payments......... S . 1524 1659 1754 1898 1913 1857
Government payments 1o individuals . - 1431 1564 1662 1810 1822 17.64
Ret., disab. and health ins, benefil pay..... - 1017 1078 1166 1269 1302 1316
Qid-age, surv, and disabllity insur. pa 618 655 700 757 172 173
Raitroad retirement and disability pa 222 3 o 22
Federal chvil. employee retirement pa B4 81 8 105 108 1.04
State and local govt. employee rel, pay B8 M 14 102 106
Medical insurance payments..... 156 172 189 220 237 248
Workers' comp. pay. (Federal and Stale).. Al 37 40 45 48 50
Oth. govt. disab. insur, and rel, pay. By b A - N & I | B
Unemployment Insurance benefit paymel.. 90 134 145 119 15 112
State uremployment insur, compensat JTOL18 124 168 149 108
Unemp. comp, for Fed. civ, empl, [LC Q00 02 02 02 02
Unemp. compensation for RR employees 401 01 01 0 .00
Unemp. compensation for veterans [UCX].. 02 02 02 00 01
Othier unemployment compensation,... d02 O 0 050
Fed. educ. and trag, asst. pay {excl, vels) ) S U e [ [ T [ [
Income malntenance benefit payment 157 180 174 180 183 LM
551, AFDC, general assistance payment,. 121 130 119 126 128 130
Suppl. security income [SS1] paym 49 50 AT 48 46 AT -
Aid to families with dep. child, [AFDC T R [ R [ T R
Genéral assistanca payments..... o2 o o0 02 o022 o m
Food stamps...... " 21 M 83 42 43 %6
Other Income malntanence w08 15 20 020 12000
Velerans benefit payments,..... . e 152 154 158 164 160 142
Vels pensions and comp. and military ret 131 137 142 149 147 131
Educ asst. to vels, depend., and surv J4 11 10 08 07 .05
Veterans fife insurance benefit pay . 05 06 .06 05 05 .05
Other assistance to veterans .......... . w0101 00 i} B |
Other payments to individuals . w0403 03 03 03 03
Business payments to individuals............. . . A 4 47 45 5 5
Payments to nonprofit institutions.... - . - 49 48 45 40 40 40
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D1vERSIFICATION: AV [cONOCLASTIC ViE=W
(By MonroiNewman, Ph.D.) *

Going back for at least a qurter of a century, Appalachia has
meant at least two things in thepopular press and consciousness—
it has meant economic distres and a program te overcome the
deep seated problems that prduce it. However, it is more than
that. It has also been a testinggound for ideas abce>ut how alterna-
tive proposed remedies might wrk in practice. A p==art of all of this
has been a class monitoring o the economy of the= Region and of
the counties that comprise it And this monitoringer has led to the
questioning of some of the maideeply held belief== about the eco-
nomic performance of regions A look at the data for Appalachia
makes it clear that satisfactoy economic performmance cannot be
assured through diversification Some diversified counties in the
Region have done poorly, somospecialized counties have done rela-
tively well. )

In the tables that are to follow, the data that rela_te to that asser-
tion are presented. Rather thmuse the brief time= that has been
allotted for this presentation iclusively for disses=cting the data
with you, I would prefer to fuus first on some lesssons that seem
evident to me. ,
~ Customarily, we have come hmeasure satisfactor—y economic per-
formance by growth in real inume, growth in pop=sulation, growth
in employment—all relative towme standard, usuaslly the national
rates. However, standards suchas these can mislea_d us. For years,
counties in Appalachian New Yirk and Pennsylvaxr—ia have experi-
enced out-migration rates aboe the natianaf' ave=rage. Yet data
show that 11 (out of 12) New Yuk counties and 18 (Cout of 52) Penn-
sylvania counties have unemplyment levels below +the national av-
erage. That's good, you say. ng a8 is true of the n._ational pattern,
incomes in the northern partsof Appalachia tend to be relatively
high. What sense is there to thi~higher incomes a_md lower unem-
ployment are not usually in thesame set without migration? The
answer, it seems to me, is thatlhese areas are achie=ving a new bal-
ance between their opportunitisand their resource=s. They are cap-
italizing on their physical infrutructure, their loc%tionafpositien,
and on their human resources | would be the last #to minimize the
personal and social disruptionthat accompany ourtmigration. But
to view outmigration as necesirily an unfortunate - economic char-
acteristic is to misread the imyplations of the data.
~ Another commonly sought gul is economic stabilZ ity and the test
for its presence is again usuwly the national pe—xformance. The
question becomes a comparisonof the cyclical stab&ality of the area

* Senior Economic Adivisor, Appalachian liglonal Commission. .
~ The opiniona expressed in this paper are pitly personal and do not ref=lect the personal opin-
ion or institutional viewpoint of any others.

(84)

9t



85

with the nation’s. In other words, an area is considered to be doing
well when it does no worse than the nation does, Goin‘g back to
1982 we do really mean that a country is doing well if it “only” has
9.7 percent unemployment? I doubt it. Moreover, the national rate
is a composite of some industries that are increaging employment
while employment is falling in others. Quite clearly, a county could
have the same level of unemployment. as the nation but have all its
gectors losing employment—or gaining it. Do we really want mim-
icking the national performance to be used as a standard of judg-
ment? Put this way, I am sure that it's clear that you can'’t talk
about the stability or desirability of economic performance without
talking about the structure of employment, that is, the industries
represented. ) 7 , , i

Are we back then to talking about the virtues of diversification?

I think not, though it may sound that way. Let’s visualize two
counties with identical economic structures. They have the same
percentages in agriculture, manufacturing, services, government
employment, etc. We can even go a step further and say that they
have the same per capita incomes. It is still possible for them to be
in very different economic boats. There are two reasons for this—
one obvious, one less so. , ) ,
. The obvious reason for their potential differences is that one may
be concentrating on products or services whose markets are disap-
pearing while the other faces markets that are burgeoning. Clearly,
equal diversification does not mean equal potential for the future.
But less obviously, there can be another important difference. Dif-
ferent industries encourage different types of services and require
different ,iv:;pes of skills. For example, the industries of one area
may ship their goods in their own vehicles, forestalling the develop-
ment of contract transportation services. The result is that this
area will be missing a feature that encourages new firms to devel-
op. The other area may have an industrial structure that relies on
contact carriers, an enticement to further development. Or, to take
another example, one area may have an educational system or pro-
vide a range of on-the-job experiences that encourages versatility
and adaptability in its labor force while the reverse is true else-
where. C%unties in New Engiand that have high tech industries at-
tract a disproportionate level of legal, professional, and other high
value added services than those with diversity but whose diversity
is in apparel, textile, wood products, food, etc.

To put it simply, diversification is not always the key to success-
ful development. But let’s look at the obverse. Is specialization a
sure harbinger of future problems? The temptation is to say yes,
but that is not true either. ) , )

The coal economies of Appalachia, the one-crop counties of the

Midwest, the oil areas of the Southwest, the one-product economies

of Silicon Valley all seem to say that you shouldn’t put all your
eggs in one basket. Whatever truth there is in that can be found if
the focus is on the nature of the basket. All across a map of the
United States that portrays relative economic performance can be
found what look like islands of relatively better performance sur-
- rounded by less well-performing neighbors. A closer look finds that
these better-performing areas are highly specialized. They tend to
be college towns, the site of major health facilities, government-
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dominated economies, and the like. Those are not bad baskets in
which to place your eggs. o

The point to this is not that every town in distress should start a
college. The point is that specialization is not necessarily bad, just
as diversification is not necessarily good. ,

Having made these generalizations, I'd now like to use some of
the remaining time to review some data about Appalachia that
support them. , o ,

Let’s turn first to a list of diversified Appalachian counties. This
is a selected list of those that have a predominance of manufactur-
ing across at least five industries with a substantial share of each.
If these counties are large, they are usually SMSAs and therefore
will have high levels of trade and services as well. Luoking at their
population experience for the first half of this decade, it is evident
that diversification in economic structure and population growth
are not highly correlated. For those same counties, employment ex-
perience is also diverse. Not that they have employment growth of
as high as 33 percent and as low as minus 24 percent. Perhaps
other definitions of diversification would lead to other lists of coun-
ties and other measures of change, but overall, the message is
clear. Diversification is not an assurance of favorable economic per-
formance, o o , )

_If that point needs further emphasis, the next table presents em-
plpiment data for the Pittsburgh metropolitan area, surely one
with a highly diversified structure. Note that of the five counties in
the SMSA, one had an employment gain of 20 percent in the last 6
years while another had an employment loss of 34 percent. More-
over, it is obvious that the five counties as a whole lost employ-
ment in a period when the U.S. economy was growing. Note also
that all the counties in the SMSA lost population during this
decade. A likely response to these data ig that this is a biased basis
for an argument. After all, it is common knowledge that Pittsburgh
is reeling from the loss of employment in basic industries. That is
true, but is is also diversified. The example was picked to make the
case. Diversification and relatively good performance are not the
Bame.

To establish that point further, look at the unemployment rates
among the diversified counties in the Appalachian sample of coun-
ties. For the first half of this year, the average ranges from 4.1 per-
cent to 16.1 percent. And look at their rates of per capita income
growth for the first four years of the decade. They range from a
high of 43.3 percent to a low of 22.6 percent. ) .

Turning attention now to specialized eounties, there are many of
those in Appalachia too. Focusing on the coal counties, let’s see
how they have done. For the first four years of the decade, they
show a range of per capita income growth from 11.5 percent to 39.0,
percent. Their employment change during this decade ranges from
plus 38 percent to minus 39 percent. And not a single one experi-
enced notable population growth while many had important popu-
lation loses. ,

It seems obvious to me, and I hope it is to you, that reducing the
problems of economic devleopment to a few simple ideas is not

elpful. Just as diversification is not a curc and specialization a
curse, 8o too is access or infrastructure or enterprise zones or ven-
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ture capital alone not the answer. The things we do know about
the development process confirm the belief that development is a
complex web of the tangible and the intangible. It consists of the
interaction of what are customarily identified as economic factors
with a host of cultural, social, attitudinal forces which distinguish
individuals and areas from each other. The very complexity of the
process should warn us against attempts to expect rapid results
from the most well-meaning and well-structured programs. Impacts
of programs are usually incremental over time and diffused. One
éasy fix never works. In addition, the range of events that impact
on the fortunes of an area are so large that we should not be sur-
prised by a statistical or even conceptual inability to isolate the
impact of any set of public actions on the goal-oriented measures of
income, employment, or population change.

Experience should also warn us of something else—an excessive
concern with the fortunes of an areas. We can become 80 concerned
with the data for an area that we lose sight of the people of the
area. Though there is some congruity of interest between the
. people of an area and the institutions in an area, they are not syn-
onymous. There are numerous examples of this, but perhaps the
clearest case is the need for heavy and even burdensome invest-
ments in education in areas whose young people are prone to out-
migrate. While it is true that superior educational programs and
the students they produce can be powerful forces for asgisting the
growth of area economic activity, that is not the primary reason
for expecting or desiring quality educational programs. The pri-
mary reason is concern for the future of the people of the area re-
gardless of where they may choose to live. That concern may
demand sacrifice in an area fo achieve benefits that may not be ex-
perienced in it.

. Less obviously, improving the economic performance of an area
is likely to have a greater beneficial impact on some paris of the
local population than on others. Those with highly immobile cap-
ital—the banker, the undertaker, the local merchant, for exam-
ple—are more likely to benefit to a greater extent than are others.
We can expect from them a greater devotion and attention to the
improvement of the local area’s performance. But we should not
take their interests to be fully congruent with the interests of all
who reside or work or hope to work in it. Those with highly immo-
bile investments in an area are, for example, not likely to favor
programs that lead to a new equilibrium of performance at a lower
level of activity. But just as I believe this type of adjustment can be
read into the data from New York and Pennsylvania that I men-
tioned earlier, so I believe that programs for graceful decline may

sometimes be warranted though they may not have vocal spokes-
persons among those with immobile resources invested in the area.

Seeking diversified viewpoints on the appropriate strategy for
area economic development, is, I believe, essential. Seeking diversi-
fication of the local economy is, in my view, not essential for its
future prosperity.
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Finpine LocaL MARKETS FOrR FARM PrRODUCTS IN SOUTHEAST
MINNESOTA
v '(By Loni Kemp) *

~Rural Minnesota is suffering from severe economic problems as a
result of the crisis in agriculture. These economic reversals are
- forcing communities to take charge of their own survival. Rather
than waiting: for rescue, many communities are initiating a wide
range of economic development activities on their own. One of the
themes that arises over and over is diversification, as a way to
avoid over-dependence on a single economic sector that is subject to
fluctuation, such as mining or agriculture. There is also a tremen-
dous amount of interest in diversifying within agriculture itself. Di-
versification of crops and creative strategies for marketing agricul-
tural products can help put the profit back into farming. That
helps farmers, and that helps rural communities.

The Minnesota Project is a non-profit organization with a goal of
stable, economically viable communities in rural Minnesota. Com-
munity-based development in rural Minnesota is fostered through
public information and education, technical assistance, and leader-
ship development. Nearly eight years of research and experience
have borne out how crucial the health of the farm econemy is to
the health of small communities. ) , ,

When the primary economic activity of our region—farming—is
threatened by loss of revenues and foreclosures, the entire local
economy is threatened. Our rural communities are being crippled
by loss of jobs, loss of retail sales, loss of tax-base, reduced local
government services, hurting schools, damaged banks, and loss of
apirit. A
__Even small actions to stem this tide can help. The Minnesota
Project believes that part of the answer to the current agriculture
crisis and the longer-term health of rural Minnesota depends on di-
versification of crops and creative marketing of agriculture prod-
ucts. By reducing heavy dependence on just one or two products,
farmers can reduce risk by deflecting some of the fluctuation in
prices and demand, and improve overall profit. , B

In order to explore the economic potential for farm diversifica-
tion in southeast Minnesota, the Minnesota Project undertook a
study entitled “Agmarket Search for Southeast Minnesota”.

A market survey was sponsored by The Minnesota Project, to
find out if area bulk food purchasers, such as restaurants, grocery
stores, schools, and hospitals, are willing to buy any of over 100
food commodities from local growers. A striking 58% say they are
willing to buy from local farmers when the crops are in season.

e Diré@tc}f, é&uthgssﬁem Office, The Minnesota Project.
(92)
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- In all, 348 bulk foud purchasers were contacted. Thirty seven per- -
cent (130) responded, representing. over $9 million .in annual food
purchases. ‘The studyarea includes the four counties of Fiilmore,
Houston, Olmsted, and Winona, plus the city of LaCrosse. . .
- . These 'buyers .are willing to more than double their purchases of
- food products from local farmers. Respondents reported that they
- would be willing to purchase an additional 23% of their stock from
local growers, beyond the:18% they already purchase locally. The
potential new market for area farmers is worth about $2 million. -
. Interestingly, about half the identified market is for meats, pri-
marily beef. About a fifth of the market is for miscellaneous prod- -
ucts, mainly vegetable oil and whole wheat flour. Vegetables, dairy
~ products, and poultry each represent about 8% of the potential
market, followed by fruits and nuts at 4%. Little lotal demand was
- found for grains.” - . B el )
'The survey looked at buyer attitudes to see how local markets
could be expanded. On the plus side, it was found that quality and
price are the most important criteria used in purchasing decisions.
Other criteria which local farmers would find much harder to
.meet—such’ as year-round availability, dependable quantities, and
packaging—are not nearly as important to buyers. =~ -~ )
- On the negative side, the majority of buyers do prefer to desl
with a single supplier, rather than many ind’irvidual farmers. While
-direct marketing can work for some farmers, the survey suggests
an opportunity for local farmers and wholesalers to explore how
they can work together to meet buyers’ needs. i
Finding a maﬂ%etmusftgbethe primary consideration when farm-
ers decide to diversify. This research produced detailed listings of
area buyers, volumes of commodities they buy, and what products
are sought from local growers. We hope the survey will begin the
process of bringing local farmers and buyers together, ultimately
resulting in agreements to produce and buy. : N
While full-scale conversior: from field crops to specialty crops is
not expected, the Minnesota Project does hope that area farmers
‘will begin growing_and, marketing products thst return greater
profits than corn. Even'a small venture into diversification can
provide a vaiuable supplement to farm income, once the market is
identified. It js important to note that specialty crops are not a
panacea: Gbviously, everyone can’t switch to the same product, or
that market will disappear. But the point is that diversification can -
provide small but significant opportunities to a small but signifi-
cant number of farmers. In general, the experience of the Mirneso--
ta Project working with many communities on many development
issues i3 that there are no big fixes. Healthy, viable rural commu- -
nities will result from many small actions. It is the creativity of
the grass roots—both farmers and rural communities—that’s going
to revitalize rural Minnesota. ) o
A part of the problem is overdependence on a limited number of
crops. Four cemmcditigSEdairg products, hogs, corn, and soy-
beans—represent over 85% of Southeast Minnesota farm cash re-
ceipts (Austin Tech. Institute). ) . N
At the same time, much of our foed is imported, with consumer

dollars flowing out of the local economy. Based on the USDA na-

tional average of $1,200 per capita, tha;peaplé of the Survey region
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- But over 86% of
¢ veg oles comes from
: Lo impetis 44% of its food
- in Minne .«ia”, Cornucopia Project,
1-miV’ar .= gper- in this region on
“ion of s focs could be grown lo-

- ..8pent approximately $276-mifivon par v 0 2a K

. - the Minnesota’s supply of %eeh ;i =n:

' -~ outside the state. On the =

- ("A Study of the Food Sys

. . 1984), Thus, appréximatel:
. imported food. A significes

.. When farmers produce fir local marzets t!-ere are many advan-

- tages. . ’ o

- Farmers and buyers can : it from t': reduction of transpor-

" tation and handling cost - o Trods., .

" "Farmers are’ less dependent on ive..strial monetary and trade
policies, and foreign masrk:ts.
The local economy reap

. ed. For every dollar of agricu
area, the multiplier effect urer = zd
cr . tes through the local ecunumy. This can be a significant boost
to .a economy. And these dollars nyean new jobs. 7

- Retailers, food processors, and preparers benefit from having
iresher foods for those they serve. =

= F-nefit of increased dollars generat-
] Eirfduct that is kept in the local
déitional benefits, as money cir-

~ Consumers benefit from tastier, more nutritious, and ultimately
less expensive food. , R : \
_All indications are that farmers are interested in diversifying. A
1985 Iowa Department of Agriculture study found that 52% of
7,000 farmers surveyed were interested in diversifying. When asked
- what they needed to make some-changes, the biggest proportion
(80% of respondents) said they needed marketing outlets. Also
needed were educational information (77%), capital (61%), and
equipment (46%) (1985 Ag Diversification—Farmers’ Survey).
_ This AgMarket Search is a first step toward diversification. The
Minnesota Project decided to look first to the markets close to
home, focusing on the bulk buyers, and looking at. the entire array
of commedities which actually can be grown in our climate and
soils even though many are not grown at this time. Farmers need
this market information to begin profitable diversification of their
operations. ) N ' ]
. The summary report, entitled “AgMarket Search for Southeast
Minnesota”, contains a full description of research and recommen-
dations, and is available, for $5,00. The detailed printout of buyers
and commedities costs $15.00. Request copies from The Minnesota
Project Southeast Office, Box 4, Preston, MN 55965,
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THE CreEDIT CrISIS AND THE CrREDIT UNION ALTERNATIVE
(By Charlie Hopkins) * _
COULD CREDIT UNIONS FILL THE FINANCIAL GAP IN RURAL AMERICA?

With the recent move of major chain banks pulling out of rural
areas it is felt that a good portion of these lost lending institutions
gervices could-be filled by and or enhanced with the credit union
alternative. Eventhough there 'is a great vacuum between those
that have financial resources to invest and those that do not. There
is still a need for monies to capitalize argri-related businesses.
Those that have capital are, in this day and age, looking for alter-
natives that will pay high returns on their investments, but are -
sound investments. Credit Unions are insured up to $100,000.00 per
account by National Credit Union Insurance Fund (NCUA), a fed-
e:alfregulgted insurance agency much like FDIC and FSLIC. The
whole point of starting a credit union is, to in a self-help manner,
get the local dollars reinvested into the community in an effort to
help both depositor and borrower to grow with the community. The
Credit union, because of its very nature of being a nonprofit
member owned cooperative,. fills: that gap and hopefully as the
saying goes “they all lived happily ever after.” ,

- . WHAT IS A CREDIT UNION? _
“A Credit Union is'a cooperative society, incorporated for the

two-fold purpose of promoting thrift among its members and creat-
ing a source of.credit for them at legitimate rates of interest for
provident purposes.” (According to Minnes:ta Statute M.S. 52.01.)
A Credit Union can be formed by seven people with $5.00 each.
Each membér owns one share (usually $5-10.00) and has one vote.
A Board of Directors, Credit Committee, and Supervisory Commit-
tee are elected from the membership. All members serve on a vol-
unteer basis. A volunteer agrees to serve as a manager and the
space office equipment is donated. These volunteer committee
members duties are normally spelled out as follows: _ .

(A) Board of Directors—the board sets operating policy, ir-
terest rates and dividend rates.” -

(B) Credit Committee—is' comprised of five members. They
will make decisicns on granting loans to their neighbors based
on Character, Provident Purpose, and Networth. - SRR
" (C) Supervisory Committee—their function is to serve as a
watchdog to oversee :the operation, to ensure that the credit
union principals and -operation are sound, and in compliance"
with all standards. '

Principals of a Credit Union.

* Founder, Fulda Credit Union, Fulda, Minnesota.
" (95)
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o '(1)'Val;qnt,aiﬁi3m;

(2) Self-help;

(3) One member—one vote; , ,

.4 A “Common Bond”—An association or geographic area

© that has a common need; , ,

(5) Consideration of a persons character as well as net worth,
) WHY WDULTJ A CREDIT UNION WORK IN RURAL MINNESOTA?
* Historical appl_ié:itian of credit unions .

In 1846, Germany was in the midst of the “Great Famine”. Rural
residents had Jost everything.-A new beginning was impossible be-
cause the traditional credit sources was not available. The farmers
ar d towns people were not able to meet the conventional standards

- of “credit worthiness”, the only alternative was loan sharks. The
- formation of credit societies was introduced into the rural environ-

ment. Wealthy patrons from.the cities tried to help out by sending
funds-to capitalize the rural credit groups in an effort o offer a

. new beginning. The result was a complete failure. The individuals

borrowed the funds, but felt there was no need to repay the
wealthy patrons. In 1848, the credit societies reorganize ‘and this
time, the idea was simple: by pooling our OWN funds and making
- loans to neighbors and co-workers,” people could achieve a better
-standard of living for themselves and the community. Loan approv-
al ‘was decided by a credit committee comprised of peers. Approval
criteria was based on character. and the ability of the borrower to
turn the loan proceeds into a productive enterprise that would be
mutually beneficial. Net worth and collateral were minor aspects
of loan approval as they were net applicable to the situation. Com-
mitment . {0, repay was_present, the fund borrowed belonged to
friends and neighbors. It was a success and by 1864, the idea of
- credit unions became widespread in the European farm areas. 7
_ The credit union idea spread to Canada in the form of Peoples
Bank and today every Canadian town has a “Peoples Bank”. In
- 1909, the first credit union was organized in the United States.
Growth in the U.S. was not rapid until 1929 and the onslaught of

- the “Great Depression’’. Credit Union numbers grew dramatically

in the 1930’s and in 1934, the Federal Credit Union Act was
- passed—the regulator was “Farm Credit Administration”. In the
- early 1950’s, (Post WWII), credit unions experienced another
growth period and doubled in numbers. Again we had a recessed
economy and people returning from war without the conventional
credit history to satisfy conventional credit sources. * K
In the last ten years only five credit unions have been chartered
in Minnesota. Only one is still a viable institution. This lends credi-
bility to the fact,ti;at credit unions only begin successfully in a de-
pressed economic environment, when need.becomes overpowering
and traditional loan sources are not available.
Fulda, a parallel to the past A o
_As with the other historic periods of economic instability, such as
Germany’s economic collapse caused by the great famine, the many
- European economic upheavals, American and Canadian depres-
sions and recession, and recently the recession of the 1980’s in the
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United States. Fulda and the surrounding communities, found it- -
self caught in a economic upheaval paralleled only to, some gay, -
the “Great Depression”. of the:1930's, This economic upheaval has
been devastating to the local economy, in the cost of lost farm and
-busiriess through bankruptcies and foreclosures. This type of eco-
nomic failure, which: is so wide spread, cuts into the very fabric of-
all social “structures and strata in rural’ America.. To which, it"
- leaves only destruction and despair of personal life and the belief.:
in a‘rural systems ability:to support itself both socially-'and eco-
‘In order to look at ways to help.rural people:out:of their prob-
lems; one must look ‘at_the people you.wish to help. Rural people: .
~ whether farmer, businessperson, or labor, are a fiercely independ- -
ent lo%; and look at help from the outside as something to be:

shuned. For they have been brought up on the notion that “a'man

-worth a plug nickle can make his'own way in life no matter what
they throw at you”. On top of this, the path to.self reliance should
be .done: with- a_minimumof help from the people in your own
- circle; and to ask for -much help is.considered a sign of weal;ness.

- This attitude is cause for considerable stress among rural people.

For at this time, a major portion of the population is in need of
- some sort of financial, mental and phyical support. ~ - -

- By examining some of ;these ideas, you .can gee that finding ac-
 cepted solutions to-a 'way out of.this economic caous is at bést diffi-
cult. For the ideas that come to mind. as logical and forthright solu-

-~ tion are not normally accepted. This is especially true if the solu-

tions look at all like 'a hand out, or if they look as though you are
going to tell these people how they could better run lives and busi-

nesses. . .7, ; T

As the Farm crisis began to set in, during 1982-83 it became

clear that Washington neither understood the problem nor did it
care. To make matters worse the dogma of the last 15 years made
an indelible impression upon all who were involved in the farming
industry. The touted notion of becoming bigger in an effort to pro-
ducing more and more farm products finally reached a critical
mass, with seemingly no one to stop it. Government, industry, and
lending institution all urged the farmer of grow and become that
cut above the rest, for there was no tomorrow and land was at an
all time price high. Becoming big, bigger, the biggest became, for
some farmers, ‘an obsession. To reach this point of prestige among
fellow farmers became the ultimate ‘and businesses ‘and govern-
ment catered to the biggest using them as an example of what
could be accomplished. o o )

* Therefore, Government could become in the eyes of the agricul-
tural industries, both'a God sent friendly provider and a Godless
money grubing enemy all in the same breath. The latest election of
local, state and federal positions shows the distrust and displeasure
in what government has or has not done in the past few years to

help out in rural areas. . - . . A
When the crush of the “Farm Crisis” finally came, people were
left in'a numb state of shock. for many months they refused to be-
lieve it had come and was here to stay. Even lending "institutions
were not certain that what was happening, could actually happen.
For bankers it was scary, because in the rural areas a sizeable ‘por-
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- tion of their- lending-portfolios were invested in the agricultural in-.
- _The closing of the Fulda State Bank brought the realities of the
- “Farm Crigis” into:full focus to all in rural and greater America.
For -here was a graphic illustration of how far down the path to-
economic destruction we all had gone. The timing of the closing of.
the Fulda. State Bank in many ways was the hardest toxin of all to
-swallow. For it happened in, the end of February,.the time of year
;-when many. farmers' and ‘businessmen obtain their annual spring
.start up and planting loan for the coming season. With the ‘closing
of the Fulda State Bank, a lending panic started among aree bank-

- ers, subsequently credit dried up overnight. On top of this, the Fed-
eral Depositors Insurance Co..(FDIC)was working to close' down
. and.recoup itslosses on"those loans it was left with after the sell-
ing of the old bank and the subsequent change over to the new
- bank owners: v . s o :
. All-in all, the year of 1985 was not one the resident of Fulda
- would soon forget. But it marked a new beginning and a willing-

ﬂfess of the towns'and country-people to fight to retain their way of
- life. - L L TRE

WHO WOULD BE INVOLVED IN THIS CREDIT UNION? , -

This and many other questions were put forth by a small group .
of Fulda area residents'to Debby Ellingwood and Tom Nord of the
Minnesota Association of Credit Union (MACU). Debby Ellingwood, *

}tl%emmfiiér‘ architect of this project, after watching Dan. Rathers
i - u
philosopliy of self help could be the anawer to these rural oriented’
.credit problems. Ellingwood, Executive Directer of MACU, contact-
ed Commissioner of Commerce, Mike Hatch, and eyplained her
idea about starting a rural credit union pilot: project. Sighting the
fact that, a need for an alternative credit systein was needed now
more than ever for these people. Commissioner Hatch was very re-
ceptive to the idea and put Rochell Bergen' his agricultiral special-
ist on the assignment. ‘ o '
THE FULDA CONNECTION'IS MADE

While this communication was going on between the Department
of Commerce and the MACU, several Fulda.residents were also
looking for ways of again opening credit for the Fulda Area. Ted
Winter and Larry Green had made several trips to Mike Hatches
office in MPLS looking for ways to get the credit situation in Fulda
elevated. Commerce Commissioner Hatch had turned them over to
Rochelle Bergen expiaining she was more familiar with Fulda’s sit-
uation. Bergen was very familiar with the circumstances surround-
ing Fulda’s credit problems, being one of the examiners that
worked on the Fulda State Bank closing and subsequent FDIC
house cleaning. Rochelle expalined the situation with Fulda’s cur-
rent lending situation and then made the suggestion of looking into
Debby Ellingwoods proposition concerning a credit union. The con-
nection was made, a meeting was arranged in Fulda with officials
from local government, private business, and farmers. After hear-
ing Ellingwood proposal and asking many question about the

e On the Land” news documentary, feit the credit union

105




99

nature and design of a credit union the welcoming committee de-
cided to go for it. : o o - o

This began a series of meeting that was aimed at talking with
area people interested in the possibilities of starting a credit unijon.
Informing the public as to what.a credit ‘union could do for them
and their community. A Steering Committee was established,
which in-turn developed into the basis for the credit unions first
Board of Directors, Credit Committee, and Supervisory Committee.

This process incorporated, 6 months of very intensive work by, a .

highly dedicated group of Fulda area residents, MACU personnel
and .members; local :government personnel, the Governor and his
office, Department of Commerce, federal and state legislators, and
the National Credit Union Insurance Fund. -~~~ :
The Fulda Area Credit Union is still a fledgling credit union and
has, from its inception, hurdeled many a pit fall and has been
working hard on its way tc becoming a complete success.
WHEN WOULD THIS CREDIT UNION BE ABLE TO HELP? .
. The Fulda Area Credit Union has already begun the task of help-
ing the rural economy rebound from the “Farm Crisis”. To date, it
~ has a very active lending portfolio, pays.a higher interest on depos-
its, offers free checking with no minimum deposit and pays interest
- on checking accoutns with over $300.00 in deposits, and many other
innovative lending practices. The credit unions financial structure

is growing right on target in relationship to the projections set up

prior to credit unions opening. By next spring the credit union will
be able to handle agriculture loans, offering for the first time,
usage of an innovative computer software lending package. It is
hoped this software, which couples lending practices, production
models and artificial intelligence, will help steer the lender and
borrower away from the problems recently experienced by other
lending institutions involved in the agriculture industry.
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(| young pmplum

about local ]ubl. lhuy ar% [AF-

work {o snhance the com-

munity’s sconomy.” says Scharrs,
The TVA planner recommends invelving
mly in the 854, *Young poopls ean
lmmlng commitises, wille com-

REST COPY AVAILA

I
3

rilse noedad to
programs, And
% salect | ons primarily on the
basizof rgglaml charactoristies, not local attributes,
Yet, if the organization’s goal Is to help existing
small businessss to remaln and expand, & locsl
strategy should werk well,
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Wt
o

select a structure

There are numerous structural aptions io can:
lldcr whan bulldlng an econoinic davelopment
{zatlan. MATaT has flve or,
pes; of course, the list is ot limited
pon a town's needs & vd reanure bufura

tion t

next step: get educated

{3 form-
uun to move fgrwﬂ:d Now, which way

Un!ulg aluclud officlals arn trained in seonomic
d(zvglupmanl Lhn Bnswer may nol nﬁlvn apon:

aolecting a structufe for ar. senr omic dovals
organization

Nun-Fmﬁl I-Déil Dﬂnlnpmigl Eurpnﬂunm
(LDCx] and
{EDCa). Concernod :m;um rm these pﬂvnln tax-
sxempt davelopment organiza charte
them undoer stais corjoration law pr
LDCs and EDCs—thay sometimss go by other
names--ara cllglblu fﬁr certaln fedeeal, state or

ther npames—naen ab]u to rnlln
apllnl quh;kly by galling shares of atock to in-

mag[-l\ppuln!nd Cummmﬂl

Mo prohlem: get an sconom lof
mant education. .

Luckily, enormou bars of roso afa
availabla to hclp dﬂllﬂﬂ 8 Eummunllys peanamie
devalopment activity. Most tealning epporiunitiss
aré practical and highly motivating, slving
guidance along with other local-government of-
ficials Is far mars Inspiring than digging threugh
develapmant 'nﬂhﬂnﬁ!.

E:unuml; development tralnlng sesslons ars
mgul ly condueted by the state’s developmant
depariment of communlty &

extanalon offices and lown

Pn:]eci a non- pmﬂl cummunily dnvnlnpmnm
lon, suggosts that, after

. uiuglly
ment committess appointed by the town's elected
leaders and restricted to th

fielals must provide committess with clear direc-
tlans and timatables, If the nrglnl;nuum ars o

sucesad.
Subeommlttess of the Local Chamber of Com-

[a
thlnglﬁn :umulung firm whh:h xludlad
l:h,rn 8

wont and e slan m:tlvmn:
taes wurh bast when lecal goverm-
ment 15 & solld participant.

Special Commitees nl’anl.mh.rg Ai-mdlﬂunn
Civie groups such as the L1 i
#tc., somelimes spearhes speclnl gmu 5. ln Jud,
N.D, {pop. 118), the Lions Club was lEn kcy in-
{tiator of lacal development sctivities, Later, the Jud
Area Bettermont Carporation, a for-prafit local
developmant carparation, was fﬁmﬁd te sponsct
the lown's Investment projects. Thess committees
ase sapecially uselul in starting the ball wolling n
sniall communities.
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background,

and lat each one glva a pltch. “The m‘m
spproach worked wall {n Bsbbid, M (pop.
, Groenwald, *Ths elty {8 now uzlng a
to help ereate small businesses,
tourlsm and Industrial promotion,”
Another sducational strategy {s to put flve local
leaders & station wagon and haul them to &
nity where sconamie develop-
ment has produced restults. There's &  great deal ta
be lsarned through sxam,

oxplain how naw jobs and mvunuu; Wers cr
~ Don't furgui tha ¥

and industrial
¢ sgenis ara
s ond privats




ly nllnudns. wlm halp from the Norh Dakota
Sorvies. Survey results,

pmduce resv,ﬂfs

1 you think of lacal devulupmnnl r:nrpumlium

:nmpuad in lhn fall of 1980, hlghllghmd apoeiile
gaps. The 88 p of rosider ponding to the
survay said that Jud needed a larger grocery stare,
& beauty shop and & loeal bank,

Hearing thess findings, the Jud Liona CILL Liep-
pud “up Its lnvulvamnn( Club lunduﬁ Invited

[LDCa) as big-city-typs
tools, think agein, And, read wha
small, rural towns of North Dakota.

olrg on lntwo

Jud's experience

In the summer af iaan Ihe :lllum of ]ur;l com-
- 175th i

il" afthe town's fnundlna and furned thelr alton
tlon to th fajoct
Soms

ive Extensio !mﬂ'lﬁ onduct throa eom-

B ou
crete plln for robul dlng Jud's bu;lnuu apclor,
Al the final sominar, the 50 Jud partizipants
voled unanimously fo croats a new vehicls for rals-
ing loeal eapltal: an LIDC named the Jud Afsa Bet-
termeant Corporatio;
A mini mall
oration. Fous 1t tearis mo
undling campalgn by snl]lﬂg 160 shares at SZDD n
o, thus hdﬁﬁwlnﬁ %32,000 from Jud-area {n-
o 1y {ons and profiia
local fund-raisers ond property salos, the cor-

amount and the kind of ftoms availabls f
in town. As the small community of
hualnnmn -hﬂwad slgns uf dularln

d out if riich concarna wera [uullﬂnd lml
luﬂen and efvie organlzations murveyed co ni

n ralsed over $52,000 to finance its mini

, Jud boasts & well-siccked grocery store,
, 88 Hﬂl!l‘g!d cafa [staffad

ty's first brane
1 in the new mini-

local

of the Gmlﬂl Dakata Eun
mall building. Communit
!ivlly !plrilnd by th
nt &nd has ¢
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Wimbledon's story

A rough ahot In lhn arm forced the amall com-
munity ef .0, io rothink its
economlic futitre. ln tha winier of 1976, a haaw
snowstorm caused & 1 Street Journal reporier to
ba stopped In his tracks In rural North Dakota, To
pais thn time, the ra 8
Wimt

and wrota a smry about this Inac

lessons for all

" ljanl oxpoct miracles overnight. If takes tima,
planning and sams Hak-taking 1o stimulate
mic activity

. But, I# u:unlly

When lhn story hit lh

scht,
time o stick their necks
aut if they wanted the lown ta bs eround for
another 20 yglﬂ nnd buynﬁ

le

Elo
batL o coult on logal support for capltaltzl
# 501 1 LOCs fall misorably, many timas bocausa
& cammunity collects a pot of dollars and then
whavors over what io da vith its fund. it {s Im

Investad 532.0 in ﬁ:u LEN: wmmm the pmm]m
of personal financial gn'ru or lax write-affs. To
arth

griin elovaior which was dar gad hy firs, mlaln
& nesded lup beryard in Wlmbladnnl do n,

non-profit status, the corpe mtlun recoives dona-
Hens, benafits from fund-ralsers and has 60 dues-
paying membara.

14
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n S . should ba invelved sarly, {o lesrn how to
gaﬂlEIlIlg the Information, idontify the town's stren)

—————— weaknosses, and consiruct an la:hlavnhla

flﬂ lha nation's
1 Ioss D I
steady and con  pri
The local ecopomic plet L] h
Oftan ths natlon’ at

ls
. economic health—the pmanlhl lur mntlng new ata assembled on the local economy should ba
jobs and ditional revenues. To pro- usad, p 6 mova the lnwntgvygnej
ducs ros m 1o gulds the camunlly‘n huuur- B
1 rmation sbout the Jocal

ng stago of 6
planning. Oft
u:pu nlnn offorts are based mors on hop ful
-"wa nead a shoe store™—and con
ity pﬂﬂla “this 1x a good placa o ralss a famil
!hnﬁ on an objoct nt of & pmlzul::.r
ﬂl pﬂlgnLnl ln lhu :ﬂmmunll

svaluation can stesr {ts sconomie-development ac-

L]

It also offors lp&:mu: gu!dlm:a for dulgn- lm:nl lnlﬂuﬂ can galn & mum objective viaw,
ing svaluation tosls alopm . eisus for the comnimunity’s sconomle
checkliists, resource Inventorles end eftizen i ani sirategles can be bum most
Birveys, ally, throu -

and nﬂjnfpubllc forums. Most resid
they're ng an ge!lv@ n:mtrlhuﬂ’
the right questions “Jolrpro
. sponsored riot by a tria of Lions Cl
Questions sbound when local scoramie- but by the town a3 a whale.
development arganizations get serious about bring-

ing new joba to to
abaut luch things

Community leaders wulndnf

three goals

Reduce retall leakage. Sites where dollars ]nnk
out ﬂfl.ha laeal sconomy ba dl

A
Bpunn shotld be puﬂuad ﬁnl? town's limited me

Thmugh vnrlgui r_h ts nnd eltizen survays, local rasidents to ihup ‘elsawhers for basi

nity thase and lervll:al As resids) Lli:nvu u

3, ons and focuses the s sconomie iha locs

evelopment agends. An evaluatlon gives local tobuy gthur gooda lhall.h otherwizo would hl\m
leaders an opportunity *o place the ) community bﬁug t at home, The result is a hlaw to all local
under a microscape and ses how It functlons, §
terma of s economle bass, . With few lazks, doliara can circul

of avalusting a i nomi munity, and

revenuss. Think of the loeal
with  money and good, r
out through doors and windows.
&a unlr;]uu. [} ial role ta pla a certaln amount of dollars, o air,
daln into & y declsions. Th But, if too many dollars pour out,

il 3
through drafty

"
=1
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retall gaps, the economic activity flawing In will
have litile sffect. It's lke b a home with ihe
windows openl Yet, If somo of the leaks are
pluggud =by axpanding the town's basle mer
dise seloction ~morw local dollars will remsin in
economy o clreulats continuousls

ders can use tha commi

f

ba uuppnﬂad by tha local econemy.
Guids and business, Obsarvationa hnut

an

that 1s only availabls 30 miles from town mlghl
halp justify al oan to sxpand a local business,
Surveys of citlzens’ attitudes toward business of-

foringa could glve existin @
altar or diversify their pro
oma maors eompstith thuy ira ma
nh!u lu suuumln new job

civities rely kaﬂvlly an
gn@d un uﬂ’lmdl;ng of the town's sconomie and
E yalcal resources, mmunity inventary will-
glp ovalugle the town's resources agalnst the
f pﬁtumlnl newcomers.

arged grocery store, any of whh:h cnuld .

where to begin_
and ]mw to cgnlmue

Don't start by constructing a road that's alrandy
been paved. At loast part of the comm unitys ins
formation profile will be available from local, state
ar nnﬂnnn lavel data sources. Find out whara and
what {nformation exists before launching local
.11}

public mfnmamm

Mast cnﬁp@rguva maﬁglnn uEﬂm munty plnn-
niing de

lig lbraries, stats dnpgﬂmauu
1 gencles have=or ean obtaln —usaful
puhllaunm from tha U, .5, Buroau of lhg Census,

gns fi
¢ architects were unrealistic, Maybe the
ty wanisd nnlyllﬁh cloan Industry. Yet
it didn't have ths bar, tranaportation or
capital to tmkn a dsnl B ar tha flrm

lhn l:nmmunltf

sianding of the lm:nl econamy.
Nearly all public and private grant and loan pro-
grams mqulm n:m(a dntu

competitions ask fo
trial anui.

unamployad oF
uf eltizon

BEST CopY Avan

ily alze. Census
aal {ncome ean project the poton-

tlal pun:ligllug PAWET O pgnplu within ths eom-

munity's trade area—tho geographic ares from

which the communily draws the majorty of Its

rataf tﬂda cusioiners.

lﬂlhllﬁl are powerful indicators for

flhu nvnllnbll!ly of Iab thin ths

the ummpluymanl rate and the famals

izipation rata, If the town's
ant ‘e 13 cons

umy d siats averages, Lhu

bﬂﬂﬂl‘

when existing data
isn't helpful
_ Unfortunataly, {nformation compiled by ready

lw!yl fit the hill, for & varety of
el data s not

Aoy
pos
imn:q\
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. The rula of lhumb ix: do whul the r:ﬁmmunlly

a0 much daia in the original sourcs that axiracting
from 1t would take top much o
Similarly, th ¥ be 100 6ld te usa,
Tha census isonly cond ucted evary 10 years, with
ad]: u dntai.
roblema may inhiblt a .:nmmuﬁuy
d data, Soms inf tlon

Haata pm-
ghl ;ln‘:ur van} thix

l
Far all of I,Lmu reasons, communities ars wlie
to [nltiate thelr own data collectlon systams
this mean that ths ocsl elacted official travels door-
door, gathering figures for wenks on end? Na,

surveys,
catalogs,
inventories

Tawn mestings rarsly tell local lradors  gnoiigh
about cliizens' attitudes toward business devalop-
mant, Throe vocal residen| ht doclare that the
¥ neads a me lnie. But do the
le‘nlpEﬁplﬁ in genaml agre
Su.rwryLﬁg :!I.Lzsm nlﬂmda; toward existing and

i n can be shared among the ms
nh broadly-based argantzation (sse Chapter 2), and
1 of local, reglonal or stats agencles can
pport.

ean do. O

ia

{nte economi -dsvulupmaﬁl
acﬁviunl. ‘ﬂiay aro an opporunity to reach 3
the hard-coire voluntests of local organizations and
tap the  quiet perso vii\_u

the adequacy nhhup
ty af pnrﬂr;glu rotal mm

mfummﬂng Eﬂmpﬂnd from tha survay will deter-
mine prioritios for the communlty's sconamic-
develapment efforts,

l:atajug local labor skills

ation or expansion
o kill vull ofthe local labo
markst, Ofien, this Information is no
full from the state da srtmant m‘ am ot

luru'ey of local labor skills can fill the information

y of ars I .Thummnntwgpaﬂ
ofa 'm=ynn: sffort bring new obs4 ta Slater. The
L nnairs asked all residents aver the age of 16
to complote the survey, o
Citizen survays migh! bnm tha individusl’
presant wark status, edu nal leval, technl
tralning, and type and lwsl nf job skllls. Fotential
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workers could Indicate the lowest pay thay would
aceopt and whether thoy aro willing to undnﬂnka
spocialized tralning for a naw job

In puulicizing the survey o residents, stress that
tha quu!!lnrmﬂﬁi aro not npplh:lﬂﬁni for employ-
maent. Otherwlss smplayed

cltizens may ba mmly dlnppulmud.

inventory facilities

Does the community have ready Industrial sites,
recreation facllitles, and an adequate water and
sawer syfiom? Businassss ﬂ;l&ﬂiﬁﬁf moving to or

sxpanding in a town will want w. By invan-
Itios, & com-

munlity profils or m attractive rochur can be
istf ‘n assels.

devalaped, syamal
Ma

havs erested sandard l;nmmunlt,y pmms fnrm fur
town leaders ta complats. Oftan, the §

{s computerized and saslly reviswad by bullnal;
prospects.

certified communities

5pecific guldance In gathering nnd Fiﬁmullng
& y data i & fro
eartifisd cltles or eom ty plmdl]en pre-
grams. About 17 states have astablished thess pro-
grams to promoles statewids development lﬁd to
ready the towns' leadems for
business prospects. In trads for carrying ths com-
munity through a serles of dsvelopment
preparatory steps, the stals dispaiches llkaly

desi mﬂan. s Eammunlty must: fn@ [ 1o
davalopman ; a
lncal data {n a g0
davalop a five-yess-] B
and complete a one year work program; creats a

0 pit vement plan;
pﬂpm a ;ﬂmmunlty fact book; direct an annual
and, entertain a complicated,

il
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improve and expand

existing business

Thnm is another reason why businesses do nat
i ¢ 1ly. Maost suppliers of businsss finan-
cing offar firma fow Incantives to relocats within

ieir home staio’s boundaries or {o ressttle In s
aut nxpmdlng thalr laber ﬁ;

 Realistic marrlage-seskers ast thair sighis on
homstown sweathsarts, not on the world's Marilyn
Monroes and Clark Gables.

The mllllm |th| craatos nuptials also pays off in

6 for pleks
lng up bullnam E;:y uplo ﬂmla hemetown op-
paé'lu ftles befors casting a gl;;u:a at blgcity
Industry,

e g g 10 Ladebur,

communities can genorats jobs in their own

.,7, ,”:, L] ' ater] i rlal i fyhﬂd

anu;nmglng gxlnlng Thﬁ: la lnveﬂ ln new cap lul
15 chapter pro as why md

nurturing small firms

These arguments have persuaded numerous

to invest thair llmllad sconomie-

3 of the natian'

er then 20

8 taken note uf this
d

Wise community ers hay
fact and incorporsted small-busis

inta thslr sverall seanor

business visitation

Senalng tha risk and axpenss of exclusive In-
d\l;tﬁll attrastd algns, many lml“ cam=
¥ Al n;, aac] to ]uh

small lnwm :.!n {dentify and
mant opportunities In thelr own 1 backyards.

myth of business relocation

~ Bursly, many local leaders would liks nothing
hatter than to take cradit for the successful reloca-
tion of a business,

fumes and remain In the mmmunlq fumvnr.
But theze wish-list indusiries ars fow and fer be-
Ve irsss Adminlsira

d
eapecially Lha amall i
are tled to their towns and

Thmugh [is research, EBA hnl learned that com-
panles do not relo w-,u.hm.l a gm)d reason, “Mast

gramis offer lowns an ﬁﬁpuﬁuglty to d
the local sconomie bass, without Lnﬂng big

In a business visiation program, local-
governmant laaders visit small end large businsases

is
sfve nlmlagy for mtl.lnlng und mmdlgg local Joba
and revenua aﬁquﬁmmg, D\Lr}ga tha proces the

more than public relations

The primary &lm of busineas visitation prograins
is 1o imprave the sflclency of exlsting enterprises,
“Tha more sfficlent local firms ars, the more com-
petitlve they can be In the reglonal, state and na-
unml mgrkm. axplains Ohlo Stats Univerlty Ex
nomist George Moris. "And the mora

22z
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economy.”
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In a recont survey of 33 active business visita-
tion offorts in Ohlo, the state’s o

assiatancs and to reap tangible results f af lnast a
fnw team mambers aro pald staff (0.4., of extonsion,

leamed shout additiona] gosls &
menta of community programi.
towns allke said that a visita
teularly effective In showeasing
ro-business attitude. Also, satisfis
ths town's beat adverilssment §
business.
~ Hde ing and resolving
local-government actlon was tl
poriant ohjsctiva. al
rogular business v
{sting firms locata site

al planning, els.)
Teama are often organized and sponsntsd by the
town or county chamber of commsrce. But soms

toams are creatures of th! lucnl govarnmant or of

& nion-profit, communily impro
getting a business
education

Bocoming ltma(-wm abuul staln. md fadaraf

remsdy zoning eonfl Eii.
range for improved safs
funds for business deval gpm I,

& tha visiiation program's ability

Usaful a5 wi

offer inaights into the obstacles that local firms
nra lﬂmiy to fncg durlng the next flve years.
Ts ign compstition

and eonsumer tasta chang ternal threats falt
by many hometown hull.nmm "Whether thars is
an attempt {0 save a plant !.b.mush an employea
stock option plan or a declsis
businest to replaca the old ons, |
to prapars an affactive reacti,
tlen sxpert Moria.

A fourth priority of Ohio’s ;nmmunny pmgrimj
s to alart local firms sbout flnancing and A
asaistance avallablo from a vard
and private sources, “Roughly

ories ara the result o

organizing for visitation

Ths first stap Is to recruit voluntesrs for the
buslness visiiation team. Okis Extension Agent
Sam Eiiﬁqnl strenzas that toam membara sho
ba the town's

] (Ellw or retired), slectsd uﬁchl: ::am-
b T8, dumher of commerce lsﬂm.

lisge fa
T pﬂvulu Indusiry
lr;lan.lly. tha program should
threa leams of two membars sach
tion teams found that acce
by local firma fa improved by patring a

tor representative with a lu:al busineas laad
Also, visits are mors likely to stimulate follow-up

BEST

o y to the firm
W 10 ARNWOF YOUr quas-
f visitation coordinator

*When lchaﬂullng visita, don't igoors tha
amsallast firms,” warns Ohlo Extension Agent
Crawford. “Frequently, small, loeally ownsd
businesses are the ones most In nead of asslstance
and ths [ones that ths] greatest potential for

tur ~ Crawford also recommends giving
which sall their produsts or
s eommunity, bringing (ncome

raviewﬁng ‘mdusti—y l’rends

Which of the communlity's industrles aro likely
to expand thelr employment during the naxt flve
yoara? Which bu sos are liksly to reduce
smplaymant or ¢l What marketing davelop-

eapy A AILADLE
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spp lng ‘BEw prﬂmﬁl— I

uestions can be answsred, In part, by roviewing
1.8, Industrial Gutleck, an anniial guids to cur-

rent and foture lndustry trends.

By describing trends in many businssa sectaors,

Y pin S

Entn 1al may be the urban buzzword of

tions l!‘mﬁﬂ Lo gett) BREWETE.
The 1088 LL.S, Industrio riol Qutlook is availabls by

order to the Super-
nt Print-

the 1980s, but the concspt behind the tarm 1s rooted
{n rural American traditions.

TEg)
in town. ﬁ:nrdlng to the Maine Sma

lil-lmhm' manpu&uum?-

ps on business visits

The team arrives, followlng a brief letter of in-
Lmducum. md at & b e nlecmd hy Lhu

toam should accomp
visit: (1) learn as much aa
ﬂuﬁ}l o sarvices ¢ af th

iﬁ Ohio, a thros-page qununmln {5 used to
gulds the dialogus. “But the interviowers |hﬁuld
ngt inths 5

firms wlth fewer then 10
unt for 92 per af the busls
uvgmbnl@!ngly rural state.

the struggle
before success

Tha typleal small busirssa struggles long and
hard befors. llm sy the success line. Mlny ﬂﬁm
don't sucesad at all. The fail may ba p
ly common among rural small busineassa.

DE[-! lgnlyiud hy the . .8, Department of

4 Servica indicats
Lh;laﬁﬁupﬁmuﬂllmuﬂtyhmi@mlmm
taln In rural sress than in urban areas, Researchers
found that between 1870 and 1680, the ratos of
growth among flrms e p!ﬂying fawar ﬂum 20

kars were A0 p ltan e

nhxgd maelln"r

but. unly 18,5 in non-me polltan

As soon 2s the Intarview I over, per inthe
car, the team membars should complste tha
rmal report can ba

,urmud uf &um wnrk on ita
Crawford.

Apparently, the stumbling blocks for small

businessea located anywhers are sspeclally

Ehgf.rur;uv for amall | hmlnam Ig mﬂl areds. Nng-

dwalupad mgimam nkﬂ
fHicult for new firms to evercome
munitles thas {n metro
1980 survey of 134 small bus o
rural sconomisis found that half of the firms
d of axpectad o have difffeulty in g=-

qulﬂng ca)
M* Kﬁl,y anhnrdl a member of the Malne

program bulldi Ajn‘;l the cor
shock y & plant closing or

fvi a amall business expansion possibill-
ty, gﬂg gmsantial Insight Into its economic
futurs, O

3

ora Rural Dave ent Commitine, says

ﬂlﬂl firms with small capltal nesds of $5,000 ta
$50,000 hava a lnugb llma barray
nders rarely finsnce ootrep
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lifelines for small firms

rural business
starts at hgme

Crmhagu Patch dolls and Appla mmputnrﬂ hava
fa hoth org

As awnranioss of tho management and fi 1a]
striiggloa of small nmn bu wh, Paly Al 1
gmgmhnw proutad up. Local-go of-

lclali can promole susfained small
dnvalaqunl byl lacal unlmpmnaun wth
helpful rosources. Tha goal 13 not 1o b

businass grewth axpart, but ta be an
of tha putlic ssctor, i

The Small Rusiness Duvrlgpmnl Couter (SBIC)

pmgnm sponsored by the U.S, Small Husiness

ation {SBA); Iz a ;mparuuva sffort of

1, the federal governmant, #tats and local

, and lha prlvnln sactor. 5

taclinical assistanica io ]
tact the ncarest SHA office listed in tha talaphone
dlnﬁf:mry under U.5

od 8
memnpuﬂnl dlwgl IPmanl E@ puhlllhau i
monthly reviow of enterprisa development
rh-:lng!n, often hlgh!!ghﬂng h;n vatlva rural pro-

jocts, T
T (:y leaders giﬁ’ln Lha haad-

tevs for &
Eoth organizations ongags In othsr trainis ng and
aummca projects io stimulsts and stabillze now
Fms
Arnawlds community development corporations
{CDCx) can aluo offer mansgamant, adurauang and

clng, ‘and mare, O

business venturs grows to

or ramalns ag & one- or two-

, sconomie development ppens,

he 1 consus figures Indicate that slmost

Lhm paﬁ:ﬁm of o] umpl 'ind s\mgﬂﬂm ars now
Th

lonal pd Businosswornen
(NAHB), bguwi {n Norwood, Naw Jerasy, aays that
the actus] number of home-based enterprises may
ba well abova that figure,

In 8 survay of ruml, home-based businesses
development mmullnn Ingrid Bauer found m
enormous varlety of cecupations, Rauer un ove
onterprises such as froe-lance wﬂlln
palnting, homa lnud pmulnx. 1a
order fulfilllng, b plant &
building musfcal instrume mdmaﬂ;mnm.

fiome work on the rise

The home-based work movemant is lnmulng.
@specially in rural areas, There am flve reasons for
this growlng trend,

* Home work offers flexibls wark schedules: no
more 9 to 5.

1 1 secupationa permit workers o com-
bine child-rearing mspﬂmlhllmuu with tha job.
With the large increess in two-parent working
families, homs work Is an attractive option.

. wrlts-0ffs are permitied for home warksss.
Many entraprenaurs deduct & hgnllhy - portion of
Lhalr uulﬂy 3

transmission are ndﬂlﬂg trndll! nal, pmfnninm]
oceupations to the lst of home-based businessss,
Althau @ are 8 far cry from the era of slactronic

cottages, homa-based computer work ia on the riss,
The impact of new technelogies can be falt even
in ramots, rural areas,

25
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examine zoning laws

Wles town or township officlals publicly
lml economic El“!lnpm!l‘ll md n idantity the
of buslness finanelng. In lhn cain

to take one more step, According to the Amaﬂr;m
Planning Association (APA), many loeal zoning or-
dlml #ru inadequata to daa) with the cumment
multltuds of homs-based secupations. A ﬁmh x-

of thesa ordl

is
The NAHE snd the APA recommend that or-
dinances enforen performance siandards rather
than permliting or prohihitl ziflc occupa-
Uons. For example, a homs busioeas that the reai-

dent aparates as an accersory use of the dwelling
would ba parmltlaﬂ if it met s tane

visibl ros

dwelling; na obj

or noxlous odor ot the property lnes; no In-

1farsnes with radle or TV reception [n the vielal-
ty: no display viaibla from tha strest, axcapt s{gnx
as sllowed by regulstion; smployment of no more
than twa people who am not rosidents of the
flicisnt off-strest parking for residon-
nass use as defined in local regula-

Mlﬂnﬂh‘lﬂn,
itz homes I g
limited commarcial act ll'u! oL m
zona, Tha c!lj §:rmlh Lhn aaoty ume of a
reaidenca as a place for the operation of a husiness
lgn)vlded the eccupation ia clearly

e principal use of the homs as A

me must continue to look and
8, lnd cannot {

MLn,n. (pap. 3.236) ﬁﬁﬂdy updgmd

T e @?EEH

12
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atﬁ'actmg
outside ﬁrms

10608 md 708, Tha warld econamy has :lmnggd=
from ring io eorvica indu =and has

slowed.
Whali [ mu:ll town fo do, then? *Sert out which
for the e

Magnats wuuld sell for & pretty penny, If they
could successfully attract new, basic employers to
small towns.

Ehnrmlng naw hullﬁmmu can bs & I.rylng‘

8 fruitless endes Hundro
munities are mllng in their reerul ngm umpnl

pmpm fora lung run Investment and realizs that
the days of the big-bang solution are aver,” advises
Ron Shaffar, Unlvuﬂlty of Wiscensin eommunlty
devalopment sconomist.

A targoted plan for marketing a town ta hux!npu
from [dantlfying

becausa th g the wron g,_

én in sarving a lvnﬁ

BY'TH

to sort out which types of b
for the lown, falling to prépare for & lnng-mn In-
vestmantand antieipsting a big-bang solution that
raroly airlves, -

This ter offers guidelines for designing and
running sffectivs husineda attraction projects as
part of an averall seonamie davalupmunl strategy.

why outside ﬁrms?

[ satainl d,,rn,”nu

ﬂxmj Eflﬂ lnmnu:]g naw bmlnamn alone will aat
l'

m g sources, “For eaveral

F town has been sxperlencing
¥ and d g p

't ask l'awn: and fewsr propls to pay mors

and more taxes, Economic davalopment {s

Lockport's way to Iricreasa the local bazs whila

oAl
- uldarly citizens), a scenic
ty, or pleasing re, of a
:amblnatlag of thess and oiher valuss,” sccording
to a publication of the Wostorn Rural Davalgpmum
Conler, a regional conter for social sclence end
community development.

rally areawide involvement

To 25% and capltalize on the connections between
ﬂmu - for Bﬂ;}ﬂ!‘ the business I.hal mlghl mdvg
A bs ita : : r

ward ta the parsoa whe
/ refors a new employer to Brookflald,
00} hun’t red

of our tewn ban
munitias to
Elson. "But oppasition screafed | y:
Everyons knows that the reglon neads jobs badly,
Sﬂ Bmkﬂuld Just jolned & i4-county norihwest

cie.
ro used to ba & lot of oppoiltion to the idea
v uﬁhy

a lnng-term, assels strategy

Az much as businsss eiion i3 a v 1
scheme for amall towns, thu ﬁqmpnﬂuag for new
firms s ngly tough. Today's reeruftmant
gams {2 much more compstitive than that of the

force 15 highly
0 hmugb o lhEamg]an mast

131
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presenting

zonad, praferably uader local-government contral
and pﬂgud definitsly and eompetitivaly. “1f the

atowm = -

to new i dustry )
“Tnduitry ta has been ral]adlhuﬂﬂa[nnn

shot), rathar than the shotgun [multi-shet], sp-

proach to ﬂunmh: dmlu manl The {dea I3 to

go afisr what you are Hka y ai.” ‘That's the

mﬁmmdnﬂnn of Phillj s of the Fan-
i Co ulIrEl s polection firm,

B lnill lnldaﬂ to

cannot of will not purchass the pro-
pcﬁy , the towna should take & long-tarm npﬂnn on
ths land, s of the Faniua Co. suggests.
“That's a lug lly binding agreament that ths prop-
aﬁy £an ba plmﬂiuad al x pﬂ: by ¥ dats,”
nai Eanneth C.

Wagnor eautinny Jacal leaders agatnst ricing prop-
erty too high. "The community’s profit comas not
from the & nnf@almd.bu from the joba, pnymlh
and tax revenues that result from that agl
the proparty must be avallshie ot an asts inhnd
eales prics, not eontingent upon Farmer Jories’ will
or good humer,

?.unlng s not & dirty word to ros Fumlhl in-

A mors sensibls strategy (nvolves surveying what
tha community offeis (ses Chapier 3), boofing up
Its slisactive quaﬂﬂsi and marksting ths lnwnl

businesses examine fve factor
investment decision. All five actors

mportant
upm] the nosds and resources of lndl\ddunl

access to markets

1es. "Most quality Industries feal that prop
@nlng affords gam protaction, Businssses want
thair immediaia neighbors to ba clean and consis-
tent,” says Fhillips, By zoning land for Industrial
tsa only or by establlshing an industrlal park, local
laaders croate elear buffars betwean business and
realdantial naighbor,

lm:al facilities

" Community Infrastructure Is the 1880s term for

l@ services and facilitles, roads, schools, merea-
h.lﬂl programs. Reidy and mblu
ot busine

s ar
gh soms firms will :hm Lhu cost of pro-

and capitalizad,
for Interconne

hwest for s pupm'
ad from Wisconsin to I.hn

alte asslstance consulting firm,
Exparts stress that attractive sites are properly

\ddlgg necessary Infrastructury,
Slater, Mo., made ths mual of tis quallty in-
frastructurs in attracting Escus Company, "Bocaus
] lgc_llad along & gnnd ‘stats highway, of-
lapabla I,I:mlB ad|acant {o the lllinals Cen-
tral Gulf Rallroad and was willlng to pusk other
gnvnr:‘muﬁul matters aside temporarl sdy ta mnkn

oo 1
saya fﬂmer City Managar Kamnkuvio:, In mtum,
the amall city galned 15 to 30 year-round jobs,
“Rural communitias should bs able to fully
prepars an {ndustsial site for $15,000 to 518,000
s Phillfpa, “That tncludes water and
pmﬁaﬂy lina. The business can foot

) shown that bus 8 :lmngly al-

4 community's nvaﬂ]l lvability—or
fylu‘a guch as attractive surroundings, a
o gystem, recreation and citltural
inzilitles, and a low erima rats. Thess attributes are
found In’ many rural towny, and loeal governmants
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can {aks acilve roles in sirengthenlng them,
Knowing what typs of infrastructurs (s nesdad

by which industries s hulpful. ulpcciﬂ!y in

fob opportunitles, Tt {s 1 for non

{argeting
;h:gaumfﬂdﬁmdﬂd;
Lﬁ,g' 1 arlen H tun
man 5 y of Minsourd ressarch
Daryl Hobbs, -

For axampls, soma fir an law tach

busineases— are oaticed by Llah !g:mumty‘i

ﬂnm:lng;) But local tu bruh may be ml:y md

plnlu.
ar.hnnlngy found
are based on factars suck
with ting &
attha local leval,” says Ehl,nmm
bazsd

.*énhnghala:-ll

Enmmunl:iﬂnnl frastrach
laphons sarvice, and

one-day im:héa dallvery service are atiraciive In-
frastructirs offerings to cerlaln bu,llnaual.

labor sl’alls .

What's far Im Hak{ and squally controllsbls,
hmf. h fnr udm=ﬁ‘nn¥ gavmant.

3 rnr pportunities in
le region and stats, Staff at thess lending and
the preciss flnancial

authoritisg BX=

Sometimes tui-lud Job m!.nl.gs is the Unshpin
n & Ia-:,itlnﬂ decls

inlnl.ﬂg pmg;ﬂmun:m  substant(ally

a firm's erueial sart-up costs and shert-clreuft thn

tims required to bring the operation up to full
capacity,

Targeted tralning Inftistives vary among the

states, mﬂpmgﬂmn have the fo owing tmltr

£ d priof ts &

tha company Eg;lIlry. ;! nmu'-

8, serves as the tralning site;

atats gavernmant plcks up 50 to 100 percent ofthe

l}l!nh;; coats; and, mnu,[gr.mﬂng industriss ars

for tr

Acrording to a recent USA Teday arilcle, money
{ntha primary lure cities dangle to atiract business
prospects,  Monsy tranalates Into

bonds and outright gran

Low-cost financlag for business start
pansions s often vital. {A revolving Ia pi
&d faintly with a Community Davelopment Blnck
Grant snd local bank funds {s an axamplu of such

n. | Puh"rly supp rlsd

an

perties that most laeal offlct
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| levgragiﬁg

ncuﬂvn o lead the way. In pddition, two new
ware recrultad into the local Industdal

Refnsmber whgn Em]dpn would donats 25 cants
toward the purchase of s new toy if you samed twa
dollars on your mlpilg:r routa? Grandpa wis

racticing a prinelpl { In the '80# is called
nttm:llng adﬂlﬂnn-l funds TG~
1 m! l t

park.

mnney—makmg events

ing tnﬁmunﬂmpmh:h ﬁmdnhlns mlmha
leiditmamlhmuggpmiﬂuilmurﬂ A pa
age that Indie e als

ot =068 ! 1

of responaibllity,
'ﬂza list of aventa by which a community might
ralis rovanues 1s lmitad only by time and
g. Among the iried and trus methods ars such
d stend-bys as bake nales, booster ll]m
munmr suctions, | stands, f
h eyl

g loan poal e

ity !
mats, The mmphl g!vsn ars ml{; gulda. th
key ln any i6

community fundraisin

Whean the chips are down Ia the local econamy
you might axpect that fundraising would be a lost
Enusd, Nut _#0, at least in tho cass of numerous

local joba, When ﬂin Tumm ae Vnﬂay ulhurﬂy
offered the County a $5,000 challenge grant,
development enthuslasts went to work. In one day,
on tha county courthouss steps, 525,000 in area
donations was tslsed to establish & c ¥
economie development authority, Since the fall of
1054, the autharity has hired a retired corporats ex-

1z

g citizsna ther trg l! lguu

wrss 11 alia true dng‘l let the cause stoar
toward an event that may be, or has bunn. us-
popular among the peopls whasa support you
nevd, Above all; plan first, and don't bg afraid to
bs Imaginative.

corporate and foundation

ih to include privats sector participation
lﬂ puhllu: rajects in “all the rage” these days.
Corporations are glving communities grants te
purchass aquipmant, u:as maoney for #aring pm-
grama, In:kind contributions 23 “loaning”
skiliad parson (o & project, and oining In ﬁnrtnur-
nh!pu with saveral gl tof 2 high-cost activi-

’i? -
" In Babbitt, Minn. (pa¥ 2,400} grants from ﬂin
McKnight and Blandin dations ea| &

new ﬁvnlv!nx loén fund, to aid |

avelopm
Va. (po i?ﬂﬂ] whﬁhl;
ding economic rovitalization, And a new
all was built in Deer Park, Wis. (pop )
nky to a conirlbution from the Bremer
Foundation.
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L:;;l jovernments have some lmpuﬁml tools io
heir ssarch for p 8 but the
rulm of the gama are gomewhat d|
onad a public ontlty usually plays by w ak-
l:s funds through tax levies, state &l Eufmuln ar
foderal programs. Cnmpmd to puhllﬂ hmdm.
must private glvers em
w rogulations or guldelines, and-may not
dard lppllr.muﬁ form, But, the abusnce

faasibla and !EEJEFHIEIHB pmh:t f; nlunll:l.

designmg” ing ﬂ;e pmject ;

To atart, the applleant must kaow wh!l {t wants
io do. Ones it Is :lm thal lhm‘La 15 & project and

- Budget carofully, .
ltise | to know realistically what the pro-
feet will cost. Da not pad lhn bud ai; privaia
funders know how to determina Fm}
If the project 1s ons which will r
or malntanance eosts in frture years, it

esgantial

: lhAl the applicant know and indicats how thess

costa will ba funded. 1¥s ne good to ask for & swim-
ming pool, If you can't show how you will be abls
to mﬂghl_n & facilityl

understand the
funder’s priorities
‘Tha project which somshow caters to the cor-

‘s particular nesds could grab that all-
attention of the deeislon-makar. Your

a pead, 5° f::.uf ar

wﬂhln & Enmmu.mly should researeh and
eall rmation to show that the project can ba

.mﬂhm‘:ﬁdfﬁpnpgy. iﬁdhu

oject {5 ¢ lylmpgmi lhhnuldnn(he
d daia_ or other |

u.nfl managoment,
“Private givers don't have unlimited money and
they want to minimlzs the chances of investing In
projects which ml;h! fail.

town may dupgﬂlgly need & community cantur,
{ul/ lllﬂa

but if
t fander, wh
tribution ﬂ

tsraturs or th l.!h!:ry"i fmm=

Aing

bafore procseding

local bank financing,
expertise

proximataly 14,000 commercial

roughout the United States, rang-
lhniu wiih leas than $1 mllllnn in
ith asssts excesdis

Thmful}. l}ln dm:ngiu:ur' formation

ed someone alse's money, 5udu'npum ar

tinns of the operation of a tate of foderal grant pm: '

mm, among other things, can mnke an Impressive

Du;m;a,\t communit lr_nli’mt.
Many local g SLELL

suding on the o
to Involve [n the plannl

lﬂ
as many of the Eﬁff‘“ who mljy ‘want thn ;gnd
equipment, or

Eang for which monsy 1s bgmg
overall p

: i nssots lexs lhnn hsn
11 lb!nh. with laaa than $25 million,

m;a!s:g mle dnvalnpmsut ae-
tive 11 towna elected leaders

have formed plﬂnﬂﬂr pr with r,mmunhg

bankers: inviting th

puhli: dnllm'w’l,, con
the formatian

When community b
Frral e

droam or fl.n!l.ly

18y can halp n pmvidlng
urces: monsy, (0 the form
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L

of a varlety of loan arrangements; and k
of appropriats packsging of financls) wislslance,
Yat it often takes an aseertive developmeant
slectad offl to nudga

on cradit, & pon-sntropre, 1 de, and In-
amrlunt wll.h  mon-g, ,r:ulluml firma are nﬁun
o

ﬂlnk lnrnhmnl plyl off,
d at tha Unl t
sin has shown that local bank lending affects com:
munity Income and that, In turn, increassd local
incoms adds io bank dsposit growth. Uslng
1669-1973 daia, the ressarchers found thata
£ant incroass 1n avarages loan volums !nmuedpm

rate of change in l.ﬁﬂr eaplta incoma %u:wnl.

A strong, mutually benaficlsl relatin

bank lending end lnﬁﬂ sconomic health ls a pﬁl;;
I t for forging partnerships with

communlty blnka

in Alllance, Neb, [pgp 9,000) communlty bank
ﬂmmzl.nf was coupled with s Community Develop-
mant Block Grlnt {CDBG) award to promota
Three lnr.il ban jg!nti

owa retaf

slocating firms. Smirt local officials are bacom:
ing familiar enough with nt stats inliistives
o ase the utility in thelr own towna,

Contact your stale department of economic
development/commerce for details on thess de-

: mmm@; Rmii hﬂdgu, wator
and sewer =~these are the
bulldipg blacks fnram mic devalopmant, Al lsast

110 states naw offer grants, loans, and stats bond
banks to help local governments flnance loeal
infrastructure repair lnd uction, Few
small communlties can shoulder those eosts
indepandantly,

Examples of atats support are the llinofs In-
fﬂ!u‘uﬁm!i! AJ!hmm;) Proj thn Fumuylvmll

gram md

In Narth Carolina, SL\: mln hava formiod bond
banka to help local governments hold down flnanc-
ing expenses. Stats bund banks redues coits by
lulnl]y marksting a numbnr nf smal) luuu # one
nrge lasue, and b i costa bocau
thas stats bond {s rated higher {by investmant ser-
vices) than if separsts boads ware issusd locally.
Finsncial sid for new ﬂrﬁj Sum are sddiog
new twists to thalr bisl
A!nng with industrial dn\ralﬁpmnnl hcndi. 1
sntives and other snticements, states are land
and o entreprensurial vontures—new
hullﬁuu staris

ta $10,00 wll.h ‘interest ratos nf ILI'. io nins per-
cent and s 60-month pay-back pariod,
“You may t nkrnf your lnﬂl hmk 1} l.ha lmutur

amn
sstablish “quail- puh!l; or pon-profit ager
help mest thess capltal demands, For sxampls,
Pennsylvanla yoters recantly approved a $190
millien bond tisus 1o capltalize the state's new
R d. The fund autheriz

o -
how the local bank can alss ba the :nnlarplpca for
commuality devalopment activitles,

state development partners

The natlon’s governors have moved economic
development to the fop of thelr agendas. Maost
states now boast elaborate programs of financial

atsistance, tax incentives, and other sfforts to con-
struct & favorable business climate.

Etates are dévelopmant partnars In two ways: (o
subsidizing the lnr;! ﬁmnclnp of Eﬂmmunﬂy
m:nmuu fm' BE nf

wionding direct
financtal ln].l, £a to paw, axplnﬂ.ln! and/or

ing & program of

t:h.nllnngu grants for sead capital.

‘Seeing the trend among states !uwnhi fneraasad

rt for oeal offizials

have an apportunity to assist Enmgan pa, by
keeping abreast of new atats Initlatives, O
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selected annotated
bibliography

Small Town Stralegy, a serles of elght bookleis on
small-town development. Woatsrn Rural
Devalopment Conter, Oregon State University,
Eﬂl’vlllll OR 07331, (503) 754-3821, $4.00 for

setl.
SeitIng Community Ei fe Goala and Stra
far Econemle Dwﬂlﬂpmanl & 5ot aof two :om-
munity dovelopm £

Jr.. Kansas 5iata Unf rllly Empem & Exton-
llon Service, all, Ma
6500, (913)
Erganl:!ng u Small-Town Devalapment Corpora:
tion (E'.lh:ulnr & b@klul ahout organiz

Unlvarllly. Hox ZA! las Em:sl. NM BHOOS
(505) 646-3228, Frew,
Eq:rnmunlly Emnamh‘- Analylll. a mnnunl fur
H

iversity Coop:
2120 Fyffe Road,
Columbus, OH 43210, (614) 422-7622, §5.00;
indieate Bullstin 728,
Mudu! Zonlng Ordlnances

i Buslnesswomen,
Nj 07432, (201)

mpuﬂ on Min-
homsbased and coflage indu .
ssota Froject, 2222 Elm Street, 5.E.,
lis, MN 55414, (812} 37A-Zi4Z,

1
Local Ece omh: an:lnprnenl A Slrmeglt .Ap-
proach, a 58

131°

cluding a handbook, user's guide, sample
survey Instruments and data collection sheots,
and guldu to lundlng lrnlnlng ELIT ns, hmr-

G Stroot, N. Washington, D.C, 20005, (m)
620-4627, £60.00

Industirlol Ineantiv ubilc Promotion of Private
Enterpriss, o guide io local and siate develop-
mat ﬁn’"lns {echniquss. Hamilton, Ladabur

oF 1 ', erce 'Eﬁr state-
lpgdﬂ;: resource materials,
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NATaT and the
National Center for
Small Communities

‘The purposs of the Natlonal Assoctation of Towns
and Townships (NATST) ista strongthen the affec-
Uvenoss of lowns, townships and small com-
munitiss and promote thelr Interests in the public
and privats sectors, .

HATST 12 a non-profit members o

offering technical assistance, & 3
and public policy support ta local ernment of-
ficlals mores than 13,000 towns, townships and

8 Il communities across the country.

developing effective
federal policy
Through its National Center for Small Com-

munities, the asso {ucis reh an
devalops public palicy mendations which are
scaled (o the unique needs and nature of rural
Boveriimonta and small | . By analyzing fedoral
and stato inftiatives, and dissemiriating information
about them, NATaT and ihe natfonal ceoter keap
ocal offlcials abroast of declsions and sctlons of na-
tonal impart, so they can botter manags changs {n
thalr communitiss,

education and information

wn officials cops with
s —and | 8

5t lown meeting
o, | sed on fedoral programs and
policles affecting small communities, NATT
publishes 8 monthly news jourmnal, the

Community Raporter, which 1s
souree of Intergovernmantal po




DeregULATION AND RURAL CommMunITIES: WHAT DOoES THE FUTURE
Hovrp?

(By Senator Larry Pressler)

Good morning. Our panel discussion today focuses on the impact
of deregulation on rural communities ‘and what is in store in the
future. To set the stage for the comments of our panelists I would
like to briefly review the result of deregulation efforts in transpor-
tation and banking, and the potential impact of deregulation of the
telecommunications industry. , - . , )

Over the past eight years, I have witnessed the deregulation of
all of our transportation modes. I opposed each of those initiatives
because of the effect I feared they would have on the small towns
and rural communities in my state. And as I predicted, South
Dakota and other rural states have not fared well. @~

For example, within the last year almost forty South Dakota
communities have lost part or all of their intercity bus service. An
ICC study of this issue, attached to my remarks, indicaies that
communities with populations under 10,000 have suffered a dispro-
portionate share of service cutbacks nationwide. Of the 3809 towns
which totally lost bus service since 1982, 80 percent werc towns
under 10,000. This trend will probably continue as the two national
bus companies eliminate scores of routes and the smaller carriers
struggle to survive. o
_ Air transportation is yet another area where rural communities
have taken it on the chin. Since 1978, the major commercial air-
lines have suspended service to over 130 cities. The current wave of
mergers in the airline industry eventually will result in six or
eight mega-carriers controlling air travel. This will mean higher
fares for consumers-and further reductions in service to smaller
markets. ) ‘ B

_The rail industry is one area where we have been able to limit
the damage of deregulation. By encouraging carriers, shippers, and
communities to work together we have been able to develop a long-
term solution to the problem of marginal light density lines. The -
major railroads have now begun to sell sections of track which they
would have otherwise abandoned. The companies acquiring these
lines are in many cases small operators with one or two engines
running over 50 or 100 miles of track. In addition, some larger op- -
erators are purchasing large sections of track to turn into regional
railroads. . , i

Banking deregulation has been something of a mixed blessing for
rural residents. Depositors have benefited from -higher interest
rates and increased availability of international banking services,

However, the increase in interstate regional bauking has added
to the loan approval process a layer of people who are not familiar
with the needs of rural residents and, therefore, less likely to ap-

: (133)
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prove rural loans. I am also concerned about the potential effect

nonbank banks may have on the availability of credit. These out-of-
state entities certainly will attract depositors awey from local insti-
tutions, but may not be as willing to make loans to local borrowers,
The break-up of AT&T has raised new concerns about universal
service because of the potential for reallocating more of the total
telephone network costs to high cost rural areas. I'm afraid that if
the FCC has its way, telephone service will be much more expen-
sive in rural areas as the industry moves toward deregulation.
Also, with the increasing technological breakthroughs in commu-
nications, there are a host of new applications available in urban
centers that are not available to rural areas. ) ,
. I think Congress has to get much more involved in telecommuni-
cations issues than it has been in the past two decades. We have to
redefine the priority position of universal service in rural America,

which has taken a back seat to competition in recent years, We

need to develop a policy to ensure that affordable, universal tele-
communications service is readily available in both rural and
urbran areas so everyone can benefit from technological innova-
tions in the industry. We need to expand the concept of universal
service to ensure that rural and small town America keeps abreast
of the technological advances of.the Information Age, Otherwige,
we are in danger of creating an “information elite” in urban-domi-
nated areas of the country. ) ‘ : ) ,

Overall, I agree deregualtion has had many positive benefits on a
national scale. But I think we have to weigh more carefully its
impact on rural communities as we proceed. Too often, rural con-
cerns are overlooked in the push towards what I have called “blind
deregulation,” -

InTERSTATE COMMERCE COMMISSION,
. Washington, DC, September 8, 1956,

Senator LarRY PRESSLER, .

U.8. Senate,

Washington, DC.

DEAR SeNaTor Pressier: During the Senate Commerce Committee’s Bus Act over-
sight hearing and in a subsequent letter dated October 24, 1985, you requested that
the Commission conduct a study of entry and exit in the regular route bus industry.
Your letter specifically asks how many communities have lost or gained service
since enactment of the “Bus Regulatory Reform Act” in November, 1982,

Given the time available for completing the study and Commission resources

available, our Office of Transportation Analysis decided to: use a readily available
[ (  statistics requested.

Service points in the Index to Bus Stations in the November, 1982 Guide were com-
pared to those in the Index to the January, 1986 edition, In that m er, points
were identified for total loss of service, reduction or increase in the number of carri-
ers providing service, service by a.replaéement carrier and service being provided
for the first time since November 1982, . ) ) i
There are several factors inherent in Russell’s Guide that affect the accuracy of

the information generated from this methodology.

First, while the Guide contains the majority of points in the United States served
by the regular. route industry, there are many smaller bus companies that are not
included since carriers must pay a fee to be in the Guide. Communities receiving
service from these carriers are not reflected in the data. This would overstate points
losing service and understate points gaining service. B )

Second, in some instances tﬁeﬂ same point had slightly different names in the 1982
and 1986 Guides. For example, in the 1982 Guide Genessee, Wisconsin is listed as
receiving bus service. However, in the 1986 Guide Genessee Depot, Wisconsin ap-
pears in the index while Genessee does not. .
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A check of the detailed bus schedules in the Guide revealed that these were the
same point being served by the same carrier, i.e., no chax}fgin gervice. Discrepan-
c;-iead such as this were; to the extent possible, identified and the proper adjustments
made. EE

A third, and, more troublesome problem occurs when totally different names are
used to identify the same point. For example, in the 1982 Guide Compton, California
appears in the:index but does not appear in the 1986 index. Staff initially concluded,
therefore, that this point had lost all bus service. However, as part of a spot check-
ing dpro«:&ss it was discovered that the bus aschedules in both the 1982 and 1986
Guides identified the point receiving service as Lynwc’c;d/cﬂm%tg Therefors, staff
ultimately concluded that there was no change in service for this point. Because of
time and staff limitations, it was not possible to check every point for this fgrpe of
error. Further, due to the lack of similarity of names it was difficult to identify
these points. Based upon a limited number of spot checks, however, this does not
appesar o be a si%'niﬁcant problem, . .

similar problem arose because of the inconsistent treatment of airports, colleges
and military installations. For example, the 1982 Guide lists Logan Airport (Boston),
Massachusetts while the 1986 Guide identifies it as Boston Ailrport Logan, Massa-
chusetts. Similarly, the 1982 Guide lists the University of Michigan while the 1936
Guiide shows Michigan University. )

Another potential tgge of error occurred for points where service was dropped
prior to November 1932 but still appeared in the index of the 1982 Guide. In par-
ticular, a number of points listed in the index of the 1982 Guide were not included
in the schedule because the carrier had either Etapﬁed serving that point, gone out
of business, or no longer subscribed to the Guide. Here again, these could only be
identified by checl;:i;zg the actual schedule for that point. Checks that were done for
this type of error indicated that this was the most prevalent problem in the Guide.
The eftect of this srror in the Guide is to overstate the number of points losing bus
service after the November, 1982 Bus Act. _

A final problem dealt with the treatinent of urban and suburban areas. For exam-
{;le;,ngti;atg. Massachusetts is listed in the index of the 1982 Guide but not in the

086 Guide. Although it appears in the detailed schedule in both guides, Scituate
shows no departure or arrival times in the schedule. Rather, there are several
points indented and listed below Scituate. This seems to indicate that these points
are part of the general area known as Scituate. Areas such as Scituate are some-
time listed in the index although sometimes they are not. As far as staff was able to
determine this problem occurred gf—imarily in the States of California and Massa-
chusetts. Several points in these States were checked and, to the extent possible,
errors created by tﬁ;s problem were corrected. o

A strong effort was made to identify as many of the errors as possible and to

make the appropriate correction. While some errors remain in the data base, the
information presented appears to be substantially correct and to reflect general
trends in the number of bus service points since the Bus Regulatory Roform Act. An
indication of this is the fact that the Motor Carrier Ratemaking gudy Commission
(with more resourcea available to eliminate errors) found that 2,154 points lost gerv-
ice in the first year following the Bus Act. The numbers presented here are general-
ly consistent with their finding. ) ) .

The Rand McNally Commercial Atlas was used to determine populations for the
Fpints with service changes. ile most points are communities with specific popu-
lations, other points such as airports, prisons, military bases, local developments,
restaurants, and road junctions are not usually assigned populations. Of the 5,710
points affected by service changes, 683 have “no assigned gggulatia " These were
excluded from the totala of points having populations of 10,000 or less. Also, when
points were designated as part of a larger city or town, the service changes experi-
enced by the small point are considered to be service changes made to the larger
town or city. ) . . ] ] )
. The following statistics are presented in the same order as requested in your
letter. Each service point total is accompanied by a brief explanation, ,

(1) The total number of communities that have lost regular route intercity bus
service since enactment of the Bus Regulatory Reform Act of 1982 BRRA—4,514,!

(2) The total number of communities that have gained regular route intercity bus
service since enactment of the (BRRA)—#96.2

! Includes communities and service points which totally loat secvice (3,763); and those which
still have service but experienced a reduction in the number of carriers (751), o .

2 Includes communities and service points which had no service in November 1982 but ob-
tained new service by Janusg 1986 (45? ber of

) and which experienced an increase in the num

carriers providing service (49
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(3) The total number of communities with a population of 10,000 or less that have
lost regular route intercity bus service since enactment of the BRRA—3,432,9 )

(4) The total number of communities with a population of 10,000 or less that have
gained regular route intercity bus service since enactment of the BRRA~—485.4

(6) The total number of communities and service points that lost their last regular
route intercity service since enactment of the BRRA—3,763. ]

(6) The total number of communities with a population of 10,000 or.less that have
lost their last regular route intercity service since enactment of the BRRA—3,006.5

(7) The total number of communities that have gained regular route intercity
service for the first time since enactment of the BRRA—401,6 ]
© (8) The total number of communities with a population of 10,000 or less that
gained regular rouic intercity service for the first time since enactment of the
BRRA—2227 ) o )

(9) The total number of communities that have gained replacement regular route

intercity service for service that was lost since enactment of the BRRA—3638%

- (10) 'ﬁie total number of communities with a population of 10,000 or less that

have gained replacement regular route intercity service that was lost since enact-

ment of the 230.7 , S S ] )
In addition to these figures, tables are enclosed which provide a breakdown of the

points with service changes according to state and service point population. I trust

this information will be of interest and help to you. If I can be of any further assiat-
ance, please feel free to contact me. :

Sincerely yours, : ) :
: Hearuer J. Gravison, Chairman.

Enclosures,

COMMUNITIES AND BUS SERVICE POINTS WHICH HAVE LOST INTERCITY BUS SERVICE BETWEEN
NOVEMBER 1982 AND JANUARY 1986 *

Popuation

o i Ho assigned
Lo ow too0 S

Stale Tatal

Alaska.... e sssssrss st " " 4
Alabama..... - - - 11
Arkansas. . . . — . 96
Arizona.......... S 28
California.....ucommern rsesrsssms s 78
Colorado, _ . I 63 15 82

0 3 1

7

8

2

1

C 4
Connecticut .... . - 16 8 1 25

0 1

1

8

9

1

2

3 81
11 115
7 37

[

District of Cofumbia .. S 0 1
Delaware........ e —— , . . 3

Florida..... . . . . 44 28
Georgia.... _— —— - 64 :
lowa........ R s 104
ldaho....... S - B s . 50

4

0

0

8 80
5 78
4

7

113
59

[

2 Includes communities with a population of 10,000 or less which have totally lost service
(3,006) and which still have service but experienced a reduction in the number of earriers (426),
Points with no assigned population are e . o .

* Includes communities with a population of 10,000 or lesa which had no in November

i 1 ervice by January 1986 (222) and which experie reage in the
ding service (263). Points with no assigned population are excluded.
population are excluded, o
_ommunities and service points which had no service in November 1982 but obtained new
service by January 1986. , i T S

7 Communities with a F@pulation of 10,000 or legs which had no service in November 1982 but
obtained new service by January 1986. Points with no assigned population are excluded.

® Includes communities and service points where a carrier continuing service is replaced by

another carrier (290); or an increase in the number of arriers is experienced in addition to re-
placement of service (34); there is replacement of service but an overall service loss because
more carriers are discontinuing service than there are replacements for them (39).
. ?Includes communities with a p@:?i.llsti of 10,000 or less where a carrier ntinuing serv-
ice in replaced by another carrier (201); or an increase in the number of carriers is experienced
in addition to replacement of service (9); there is replacement of service but an overall service
loss because more carriers are discontinuing service than there are replacements for them (20),
Points with no assigned population are excluded, :

143

49 158 .
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COMMUNITIES AND BUS SERVICE POINTS WHICH HAVE LOST INTERCITY BUS SERVICE BETWEEN
NOVEMBER 1982 AND JANUARY 1986 *—Contiiued

 Poulatn
o . Ko atsigned
71 te lU.DDDi CM’ 170-099 mpulaFm

Total

117/ J— R— . — . 166 54 12 3
Indiana.....cunsermsineens — - . 112 32 11 162
Kansss........ S— S 9 6 15 115
1T . - 78 12 12 102
Louisiana......... — S, 67 5
Maszachusetts. S . 22 12
Maryland...... . - — 27
Maing. - - . 52
Michigan R S 182
Minnesota........... st — 133
MISSBUTT.rsrcscvvessmsersesssmssmssssssssssmspsssssssms s s ssssssssoms 162
Mississippi..... S N 50
Montana.. cusveessee S o . 53
North Caroling.......ecemesseesmsmsesssees S 113
North Dakota ..... S s 39
Nebraska ... ...uumiusse S — S— 37
New Hampshire... S S 13
New JErsey ..ousmsmsssrianine — . 0
New Mexico .........on...s R 3
Nevada...omeesess . S 21
[ {1 S — S S 79
Ofio, S . . . 141
Oklahoma T s s 143
QOregon.. S S 47
Pennsylvania . I — 129
Rhode Island S - — 3
South Carolina... s S s 56

— ™
(= Y= T

W

I e o e P L el AN T

K —
ot X o T O A K
.
-
L

Tennessee, S 75
1 = — — . —
Utah.... . P S 28
Virginia S - . . S 113
Vermont....... S— - . . 6
WaSHIABION ..ccovorssoncesmmseemmsssesnsenss . S 45
Wiseansin o enk B e e A e S 122
West Virginia s e . 74
WYOMING vorerrrsrenrerssssssssssssomessns o S — 26

1 3437 580 04 4520

—
]

[t 3
R

o

—_
L R R
~
i
e

1 Includes pﬂinlsr which totally ot senvice and those which stil have service but e;peﬁéﬁrﬁb 'a reduction in the number of cattiess,

COMMUNITIES AND BUS SERVICE POINTS WHICH HAVE LOST THEIR LAST INTFRCITY BUS SERVICE
BETWEEN NOVEMBER 1982 AND JANUARY 1986

777 Population

State T e Total
® 8 s No assigned
Tfo10000  Owr 10000 @P"'EEW

Alaska . S S 4
FLUELV: T - R S 60
Arkansas......... S - S S 76
Arizona......... N . S 18
California........... R e SRS b e . 66
Colorado S S 58
Connecticut B e b e R 14
Delaware............ S S R 3
Florida. N S - 30

3 7
2 62
10 8
7 %
| 123
15 7]
1 19

—
T e o e et Yo T A
-

i

_—

5 45
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COMMUNITIES AND BUS SERVICE POINTS WHICH HAVE LOST THEIR LAST INTERCITY BUS SERVICE
BETWEEN NOVEMBER 1982 AND JANUARY 1986—Continued

anplaifm

e Total
Over 10.0 No assigned
Lo log0o O 10000 bomuiston

State

Georgia... S - —— 61
{117 I— T u 96

4 102
4
1 196
11 131
15 9
12 89
1 74
2 25
5 35
1 53
2 195
139
3 193

L]
o= S R
~

{llinos .... — . - . 151
Indiana... - — N 108
Kansas....... - — . S 80
Kentucky - — — . 72
[T - O— S ——— 65
MassathUSEHS oocrssossiornssnsss inssnerssemsiensens S— 17
MAVIER .o.ossoms s cossmmmems s s s s in s asss s spsssissssssssssnis 23
Maine . 49
117 I ottt 156
Minnesata.. S s st 122
MISSOUTT .vvscscees — S R 147
Mississippi.. . — 4
MONLANA oo ccscsnsssssseasesssessssssemarmanns e s 42
Narth Caralina . - — 94
Narth Darota ............ - s e 3
Nebraska — — 2
New Hampshire......ocmwscenmnssens . 11
New lersey e ersssanans . . 13
L — oA SRR eGP B e e Rt 32
Nevada..... . . . 18
L5 1 S, R s 63
1] S e 1729
[1L1EL V) O . o seanes 124
Qregon....... b s B S e 2
Pennsylvania . S poreen . 105
Rhode 1510 ..ovcpcsvvmrenes ek st st st . 3
South Carclina......... - s ——— 5
South Dakota .. ettt s . 13
TONNBESER ovrrsssovcrcssssrnesssneri S . . 66
|25 L — T . 131
11 | —— . S 2]
Virginia.... s ittt - 108
VEIMOR ovvvoscssvcsssssanssessussrssmssnsenn e ——— §
Washington .......... . st et 16
Wisconsin....... . S sy 104
West Virginia .......corersmmasras — -~ 7
Wyaming orrssasassasass s s e e S 24

Tolal...... e ———— 3006 7 M 363

-

—

—

118

WO R T A KN P N o e D ] AT PHIH T P2
—
[
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COMMUNITIES AND BUS SERVICE POINTS WHICH HAVE GAINED INTERCITY BUS SERVICE BETWEEN
NOVEMBER 1982 AND JANUARY 1986 1

i

Sats = —_— Total
o - Ho assigned ©
1 19719.000 Over 113006  populafion

BIBBAME. .ttt 12 19
S 0

0
4
4
Arizona............ soessrentanens \ S - . 7 4
6
4
4

19
36
15
11

(111117 S— 13 16
[E1111 (1] s ———— 6

ot ] O AN M
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COMMUNITIES AND BUS SERVICE POINTS WHICH HAVE GAINED INTERCITY BUS SERVICE BETWEEN
NOVEMBER 1982 AND JANUARY 1986 *—Continued

- - o Population
Slale ~ e Talal
Slale e Na assigned ’
11010000  Over 10,000 popilation

1
15
13
14
22
16
11
11

1
51
28

5

9
38
23

8
17
-8
16

8

B
16

5
1§
L
19
10
44
30
10

4
15

17

3

17
12
]
3l

{1 IE T _— .
Florida sses - .
[e12771 F—
lowa,.....
ldaho..
Mlinais ...... - _— .
Indiana...... - " . st s rsrs
] Kansas . .
. Kenlucky,
Lousiang......... .
Massachusells..............
Maryland........o.
Maine.......
Michigan ........
Minnesata....
Missourt vovoveeonnss
Mississippi..
Montana..
North Carolina
Nebraska.............comsnenes
New Hampshire..........
Hew Jersey .o
New Mexieo ...
Nevada........
New York......
111 SO
Oklahoma....
(L1 — S
Pennsyania ........ccocummmmonennes
Sauth Caroling........ osveomssrens
South Dakola....
Tennessee., [ R
TEHBS rvercnsnmisrsssonns T N
Utah. . .
Virginia........
Vermont ........vevsenes
Washington ...........
Wisconsin S esssssssase s
West Virginia .......... . . sttt st ees e e 3 g
Wyoming... — . 2 5

Tota......... o s 186 U8 165 809

I

[RE——
A DN PR TN B et el AT D Y D R D

I T et P A TN D et R et

i
e I3 et T P D D e S e Kt Mt

et

—

[

P et

]
R e TS DO T e ) A RN T N o K el

—_
R e e L T R T R N A R R W O

—
R o
—

o~
~i
L™

L™

et
=]

—
wm

It
=

o
e L L o e

1 lnﬁltﬂé poinls which h:dr fig zévice in ﬁavbemhev 1982 but obtained ns; service by January lﬂésranidiwiic:h experienced an iﬂcj:rea;E in the
niumber of carriers providing service,

COMMUNITIES AND BUS SERVICE POINTS WHICH HAVE GAINED THEIR FIRST INTERCITY BUS SERVICE
BETWEEN NOVEMBER 1982 AND JANUARY 1986

- ) Pt;pulaﬁan L
Stale i torad Total
ar 100 No assigned
i B ) 1 1o 10,000 i QJF! 10,000 populafion

Alaska......
Alabama —
ArKaNSas ..ooueus e
Arizona.........
Cafifornia

ot
[T N R ep— Y

R ot N DR
LU= — ]
R T
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COMML!NITIES AND BUS SERVICE POINTS WHICH HAVE GAINED THEIR FIRST INTERCITY BUS SERVICE
BETWEEN NOVEMBER 1982 AND JANUARY 1986-—Continued

_Polon

State . Tefal
— AR . i Ho assigned
Vloogm o loteo D EEE

Colorado.
Connecticut ...
Florida..
GROTEI.c s cssammssssins ssennass
11 F—
1], -
ilingls .......
Indiana.......
Kansas......
[F1TL1E]) T

_—

LR TS R T -

]

Y :
[P KT D K R TN

et

T Kl A I K DN KA P30 IR A K

MISSOUTE ..cveovvissomssssssmsssssensssmnrosss
Mississippi,
Montana............mmsmmmmssissen
North Carolina...... ...oceessuee
Nebraska. ... oo cossrssnsess
[ 1 1T —
L

New Mexico..........
Nevada......ooessnmens

ot
e TN T L bt P S T S N Tt L A T KA et T I e P K ol AT K ol KL Pt I T N K A ALY it

[11F 1T
OFRgon ...oooves e
PENASYIVANIA ov.vrco e csrissrsmnrnssons
S0uth Caroling.....comcsmmmssssssrssmssonn
South Dakota ......cmrmmmmmssserses
Tennessee.. — —
L .
|71 N—— .
VErmont ......oueeevsssseos

Washington
Wisconsin S
West Virginia ........oucmmsunee
Wyoming

—

et e
e A A N A KT RN el o

£
=
k=]
-
1 [e— I
et et AT i Al T e A et el T Y R T RSN TN A KT o 8 e B (3 S BN A K

Total....... N e 222 5 1 a0

INTERCITY BUS SERVICE THAT WAS LOST BETWEEN NOVEMBER 1982 AND JANUARY 1986 1

 Poplaton
State N - : " Total
11010000  Over 10000 MO, assipned

population )

Alaska,..,
Alabama.............
Arkansas......

AIZONZ ...,
California.........
Colorado.......commsmssspsssns
Connecticut ........ommswevces
Florida...

N AT B R I DS
L=l Sy K
. N A SN ot ot K A
LETE R W P
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CDMMUNITI'ES AND BUS SERVICE POINTS WHICH HAVE GAINED REPLACEMENT SERVICE FOR
INTERCITY BUS SERVICE THAT WAS LOST BETWEEN NOVEMBER 1982 AND JANUARY 1986 1 —
Continued

Population

Sgle T ;Ju. assianed Total
populalion

4
13
3

Georgia... st e s 1
[[: L7 J— . . g
ldaha..... 2
L1057 S— . - . . 0
Indiana S N 4
2
5
2

25

—

Kansas ,..cnes
Kentucky .
Louisiana...
Massachusetts
[ 1L — - i - .
Michigan ... R E—
Minnesota....... . -

6
5
4

TR Al T el K e

ot et

Missauri....... 2
Mississipp.... et e . - 4
Montana.......... - S _— 7
North Carolina - S " g
North Dakata ......oomivensnresrenes . . srvmssstrsse e 0
Nebraska.... B . S 1
New Mexica....... . . 5
Nevada... . o 4
. . 4

et

4 0
5

L
[L= - . A e O

=
z

=
=
—

H
5
0
3
6
2
1
2
4
1
5
]
?
0
1
2
1
0
?

[ -
Dt

Oregon....
Pennsylvania ......,
South Carolina........
South Daketa........

et
et

6
L
2
0
3
1
2
5
1

i
ot
]

Texas

3
0

w»—-‘u‘c\c‘nun—ﬂacw—-‘ac‘c\am‘n‘-—-c‘O\a\n‘uac\n\acc‘a\nlm‘mw—-aw—‘

1]
9
9
(1]
3
Tennesses,.., . . . 5 2
. . . 4
1
2
]
0
0

1
0

e T

WYOMiNg ... e o
Total........... e — . J— 230 121

p—
[>-]
™
o
LT=1

! Ineludes points where ;r:anier discontinuing service ls @Ia;ed by analhe?érrier,
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AIRLINE DEREGULATION: CoPING WiTH CHANGE IN RURAL AMERICA
(By William R. Nesbit) *

I like the title of this conference because it is quite appropriate
for the airline industry as well as rural America. Just because the
Airline Deregulation Act was passed eight years ago doesn’t mean
the ball game is over, Moreover, the present and future quality and
cost of airline gervice in rural America can’t be credited to—or
blamed upon—deregulation only. Quality air service is essential to
economic activity and it is appropriate that we regularly check its
status for particular sectors of the economy at conferences such as
this. When I say ‘‘quality of air service” I specifically mean: (1) Its
cost, (2) safety and reliability, and (3) its convenience in linking the
customer with his destination. Keep these three factors in mind—
cost, safety and convenience—as I proceed and bear in mind that

there are always some tradeoffs among them to be considered.

First, a little history. Wy were the airlines deregulated? The
pressure didn't come from the grass roots—either rural or urban.
And it didn’t start with the airlines or with politicians. The roots
can be found among a few academic economists who criticized the
gystem sget up back in 1938. They pointed out the lack of price com-
petition, the wastefulness of “service competition” and the low effi-
ciency as airplanes were usually only half full. They also noted
that within California and Texas where CAB regulation of inter-
state service did not apply, fares were much lower than on regulat-
ed routes of comparable distance such as Washington, New York,
and Boston. A number of politicians began to pick up on this, espe-
cially those from Boston and New York. ,

The airlines were not totally happy with the regulatory system
either. They complained about “regulatory lag” which slowed cor-
rective action when they were in trouble—usually a fare increase.
Big airlines like United were nearly frozen out of significant new
routes because the CAB kept trying to help the smaller lines to
“balance” the system. Profits for most airlines were lousy; the in-
dustry ranked close to the bottom in return on investment. The
chief of one big carrier with a particularly bad profit record com-
plained that the airline business was nothing more than an elee-
mosynary institution for the benefit of labor unions. Indeed, airline
wages were good—and very good for the pilots. The airline execu-
tive who best understood the system was probably Northwest’s
Donald Nyrop—perhaps because he:once ran the CAB. Since fares
were set on the basis of average costs for all the carriers, his tight-
fisted management style kept Northwest’s costs below the average
and, consequently, its profits well above average. He liked the

gystem just fine.

* ;lceiPr;e;lent. Daniel Morgan and Co., Park Ridge, IL.
(142)

149



143

The public was generally apathetic on the issue. There had been
no world class scandals in the airline business to excite the media.
The airline business was exotic, modern and respected. Airline
pilots were still heroic and stewardesses were beauty queens of the
skies who had not yet become flight attendants. But the lure of
gromised lower fares eventually stirred up broad public support for
deregulation. o ,

The process began in earnest under the Ford administration. His
CAB Cﬁairman and Transportation Secretary espoused “regulatory
reform.” But in the oddly non-partisan character of the movement,
it was the liberal Senator Ted Kennedy who really sparked some
action. He chaired committee hearings in 1975 that started the leg-

islative ball rolling. One of his key staff members was a j oung
lawyer named Phil Bakes who went on to become one of rank
Lorenzo’s top people, the president of Continental and now of East-
ern. How ironic that a Kennedy staffer is now allied with this al-
leged great foe of organized labor. 7 ,

The Airline Deregulation Act was passed with broad bipartisan
support in October, 1978. Even before then, President Carter’s CAB
Chairman Alfred Kahn—the leading academic expert on economic
regulation—had taken bold steps to dismantle traditional regula-
tion of the industry. Under the act, economic regulation was to be
gradually phased out over six years, Routes were opened to new en-
trants, carriers could pull out of money losing routes without pen-
alty, controls on domestic routes were ultimately dropped altogeth-
er. Fare controls were relaxed and finally completely freed; tariffs
are no longer filed with the Government. New carriers who could
show themselves to be fit were allowed to enter the business with-
out first proving a public need for new service. Anti-trust regula-
tion was retained by the CAB until it died—and then was trans-
ferred to the Department of Transportation rather than to Justice
as for other industries, This issue is still open. The airline mutual
aid pact under which operating airlines shared revenues with carri-
ers on strike was abolished—about the only good thing that hap-
pened for the labor unions. , ,

Of most interest to small town America was the replacement of

the local airline subsidy gystem with a system of grants to guaran-
tee “essential air service” on low density routes which were not
_economically self sufficient. The old system bordered on the absurd.
-Big trunk carriers such as Northwest and United were not eligible
for subsidy but were locked in to serving small cities by. the CAR

even if they lost money, thus providing an internal.cross subsidy. -

Local service airlines such as Republic and its several predecessors . °
were paid a subsidy to serve sﬁugg low density routes. The mandat-

ed fare structure also had a built in-cross subsidy to favor short
haul routes at the expense of long haul passengers—much like the
long distance subsidy of local telephone service before deregulation.
The essential air service grant system is more rational; it recog- .
nizes that'the subsidy is truly to the receiver of the service, not the
provider. Of necessity, a Government system of subsidies invelves
sensitive political consideration in addition to economic based deci-
sion criteria. . R , ST .
.. The new system may be more rational but that doesn't guaran-
tee all the people will be happier with the results. What has hap-
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sened in practice is that low density route service is now provided
Ey smaller feeder or “commuter”’ airlines using smaller airplanes
but giving more frequent service. Under regulation, service to
small town America had been shrinking steadily. Service by big
airline jets was not economically appropriate for towns where
there were only 10 or 20 passengers a day. Now service patterns
have stabilized and many studies show that in most cases the qual-
ity of air service—cost, safety, and convenience—is equal to or
better than before deregulation. I am sure that there are some in
the audience who feel otherwise. )

Let me touch briefly on two important, related matters, First
safety is still under the authority of the Federal Aviation Adminis-
tration and National Transportation Safety Board. There is a lot of
flak in this area—but the overall, long term airline safety record
has been significantly better in the last eight years—and there has
been especially good improvement in the last 3 to 4 years in the
safety record of the commuter airlines who serve rural America.
Airplane accidents are horrible events which get lots of publicity
but the statistics speak for themselves—flying in America is ex-
tremely safe. ' ) o ) )

Second, I'd like to point out that in the manufacturing area of
the United States does not support the production of commercial
aircraft in the way that foreign governments do. One of the oldest
problems in serving rural America was the lack of suitable air-
planes for the routes. We kept looking for a good DC-3 replace-
ment but it never came from U.S. airplane builders. Today the
small turboprops flown by regional airlines—good airplanes—come
predominately from Northern Ireland, Holland, Canada, France,
Spain, Britain, Sweden, and Brazil. Meanwhile, the big three U.S.
builders of smaller aircraft have all been gobbled up by giant de-
fense industry conglomerates where the future existence could be
in peril. Cessna is part of General Dynamics, Beech under Rayth-
eon, and Piper under Lear-Siegler. U.S. light aircraft manufactur-
ers used to regularly build over 15,000 planes a year but now
they're down to under 3,000. The depression for Piper, Beech,
Cessna et al. is every bit as severe as it is for John Deere, J.1. Case
and the late, lamented International Hazvester. Our free market
philosophy doesn’t allow U.S. companies to compete fairly against
the inroads of state supported foreign manufacturers. .
~ Summing up, what are the results to date of deregulation? No
doubt, fares are significantly lower than they would have been
under regulation. There is a greater variety of price and service of-
ferings. Airline efficiency is higher—greater utilization of airplanes
and crews and higher load factors. The market has been expanded
by lower fares and aggressive marketing; over 31 percent of Ameri-
cans took at least one air trip last year., Cross subsidies are gone to
the delight of the economics professors. Airlines route systems are
rational and efficient. Fare simplification has not occurred as some
expected but few free markets have simple price structures. And
airline wages are no longer grossly out of line with the rest of the

_ economy.

The big new development is the rapid consolidation of the indus-
try and the rise of so-called ‘‘mega-carriers.” These new giants are
building huge hub and spoke route systems which blanket the
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country, They also have a hens and chicks system of affiliated
feeder lines to support their hubs by funneling in traffic from
small towns, At a few hubs such as Minneapolis the resident mega
carrier has as much as 75 percent of the flights—a matter of some
concern. . , 7

The rapid growth of the market plus hub development is starting
to strain the capacity of the entire airport/airway system. The Fed-
eral Government plans to spend over $11 billion to improve the ajr-
space system but that will barely keep pace with demand. Access to
the critical big airports is becoming the bottleneck in the air trans-
portation system; small cities are possibly in danger of being
squeezed out if limited landing and takeoff slots are sold to the
highest bidder. How to apportion these scarce resources is a hot
potato.

It is not clear how or when these problems will be resolved but
let me close by offering a six point prediction of what is likely to
occur: - )

(1) Free market competition among the mega carriers will
spur market growth; a way must be found to expand the air-
port/airway system capacity to handle the business. 7

(2) Airlines will help solve the problem by using larger air-
planes to increase the capacity of each slct. New big airplanes
must also be much quieter or local communities will not
permit expansion of airports, ,

(3) Service from small cities and on low density routes to big
hub airports will eventually need to be provided on new quiet
aircraft which can use separate, short runways with micro-
wave landing systems which don’t interfere with the big jets
and the long runways,

(4) Privatization in some form of the airway system—not the
safety function of FAA—as proposed by the airlines would be a
big help in speeding up the expansion. Action in the next Con-
gress is possible and desirable. o

(56) In order to afford the big, quiet jets and new technology
small aircraft and the expansion of the airports and airways,
the commercial aviation industry must become financially
stronger and much more profitable than in the past. The pri-
vate sector must provide the investment capital. o

(6) The recent consolidation of the industry—and the future
additional consolidation which seems certain—on balance is
highly desirable, This is a necessary precursor to the improved
financial stability needed to attract investment capital.
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RecioNAL EnucaTIoN SERVICES: A SERVICE ALTERNATIVE For
Rurar ScaooL DisTRICTS

(By Glen Shaw)*

The Southwest and West Central Educational Cooperative Serv-
ice Units were established 21 years ago by the schools themselves
to provide programs and services to member schools that can be
provided more efficiently and effectively on a cooperative basis
than by individual schools. o , ) -

The SW & WC ECSU serves 104 schools, 54,000 students, 3,616
teachers and administrators in an 18 county 12,500 square mile
area of southwest and west central Minnesota.

The ECSU provides programs and services in four major areas:

(1) Administrative Services

Primary service—Management Information Services 100 report-
ing units recewe financial services via mainframe computer. 58
schools receive payroll services via mainframe and micro.

(2) Media Services

anary services—81 schools.receive film and video services from
a 14,500 piece materials library via van delivery. Cooperative Pur-
chasmg—member schools, computers and penpherals, food pur-
chase paper and school supphes athlete supplies, custodial -sup-
plies, school equipment, etc. A.V. Equipment, Computer and Type-

writer Repair. Printshop. Drivers Education Simulation.
3 Plc:znnmg and Educational Services

Educational Effectweneas Telemecha Plannmg, Implementatmn
ans Support; and School Planmng

(4) Special Education

Special Education Cooperatives—Four Service Centers with of-
fices in Montevideo, Plpestone, Willmar and Windom serve 74
schools. Examples of services are:

Child Study Coordination; Speech Therapy; Psychological
Services; and Coordination of Learning Disabilities, Education-
ally Mentally Handicapped, Trainable Mentally Handicapped
and Speech.

Regional Special Education services—examples of services are;

Occupational Therapy; Hearing Impaired; Visually Handi-
capped; Audiological; Severe, Profound, Multiply Handicapped;
Emotional/Behavior Disorders; Micro Cgmputer Development
and Support; and Staff Develupment

. E;éé;lﬁ;’;}:ﬁi‘é«:tﬂf, Bouthwest/West Central Educational Cooperative Service Unit.
- (146) ’
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ALTERNATIVE DELIVERY SYSTEMS
Example 1: Cooperative Purchasing
All schools pay the same for goods and equipment purchased
through Cooperative Purchasing. For example: Hills/Beaver Creek

pays the same for one case of 20# paper delivered as Montevideo
pays per case for 20# paper for 1,000 cases delivered.

Example 2: Special Education

All school districts, large or small, pay the same per day for spe-
.cial education services provided by itinerant staff. Examples are:

School psychological services—Heron Lake/Okabena pays $200/
day for 47 days; and Willmar pays $200/day for 461 days.

Speech therapy—Ruthton pays $164/day for 22.5 days and Ells-
worth pays $164/day for 30 days.

‘Example 3: Tele-media

Nine-school districts (Minnesota Valley Tele-Network) are cur-
rently providing 14 courses to 300 students by way of two-way
interactive television (audio and visual).

. Ten school districts (Southwest Minnesota Telecammumcatlons)
are in the test phase of a two-way interactive television system
that will be operational in January, 1987. Both secondary and post-
secondary courses will be provided to their Etudents during the re-
mainder of the 1986-87 school year. '

Twelve school districts (Des Moines River Valley Tele-media) wiil
begin construction of a two-way interactive television system
during the summer of 1987,

Forty-seven school districts in five other clusters are at various
stages of planning, including engineering and educational studies
for two-way interactive television.
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ALTERNATIVE HUMAN SERVICE DELIVERY: HOow CAN It HELP RURAL
' CoMMUNITIES?

(By Thomas Keaveny) *

I am honored to be asked to join this panel. R

I should first share that my remarks are substantially tempered
by my own rural experiences. I grew up on a 4th generation family
farm in Renville County near Morton, Minnesota. My wife, Janet,
and I also had the opportunity to experience our own family farm-
ing effort in Stearns County near Albany, Minnesota from 1979
until 1982, , ,

I have been asked to participate in this forum repregenting two
perspectives, - ' B o

One perspective is based on the experiences which I shared as
the director of the Renville County Human Service and Welfare
Department from July 1984 until I became the executive director
of the Southwest Minnesota Initiative Fund in August of 1986.

Obviously, the other perspective is based on the recent experi-
ences I now share as a staff person involved with the Southwest
Minnesota Initiative Fund. This community based, non profit, char-
itable organization is one of six Initiative Funds created by a two-
year, $15 million dollar grant from the McKnight Foundation.
Each Initiative Fund has been created to serve a specific region in
out-state or (as many of us would prefer) “greater” Minnesota. The
primary focus of the Initiative Fund programs are to create and
improve innovative human service delivery alternatives. Addition-
ally, each Fund is proposing to strengthen the diversity of the
“‘greater” Minnesota economy through the implementation of vari-
ous economic development alternatives. )

If there is a case to be made for the need to create alternative
human service delivery mechanisms in rural areas, some attention
must first be given to the radical demographic changes which are
at hand in most of Minnesota’s predominate agricultural counties.
Many southwestern Minnesota counties have experienced popula-
tion declines which exceed 5% in single decades. These declines
have far exceeded the state demographers projections established
for these same areas through the year 2000. Smaller communities
were already dying during the 1970’s when the agricultural econo-
my was at its apparent prime. As the agricultural economy has
failed, nearly every community in southwestern Minnesota with a
population under 10,000 is experiencing an alarming population de-
cline. Simultaneously, farms are larger, farm families are smaller,
and the median age of the region’s farmers is increasing at a very
significant rate.

* Executive Director, Southwest Minnesota Initiative Fund.

- (148)
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At the same time, the proportion of elderly in the area’s total
population exceeds Minnesota’s averages by a factor of approxi-
mately 1.7. Nearly twice the proportionate number of elderly over
age 8b reside in southwestern Minnesota as compared to the state’s
per capita averages. Nationally, less than 1 of every 7 persons re-
ceive an entitlement benefit provided through the Social Security
Administration. In the 11 counties served by the Social Security
Administration office in Marshall, as many as 1 of every 4 persons
receive such a benefit. o , )

Median incomes in a majority of southwestern Minnesota coun-
ties exceeded the state averages as recently as 1981. In 1983 the
median state income was $24,714, while Renville County’s median
income had plummeted to $18,791. This is a drastic, but not untypi-
cal, example of what has happened with the median incomes in
many.of the households in the region. 7 ’

Ironically, the régions in southwestern Minnesota continue to
represent income maintenance reci%%ent rates on a per capita basis
which are among' the lowest in Minnesota. At the same time
income caseload sizes have increased nearly 50% in some south-
‘western Minnesota counties since 1984, C

How then might local decision makers, health and human serv-
ice provides, and others concerned with these issues best structure
human service delivery to persons in this region? )

Several models can be readily identified. Current ‘mental health
service delivery in rural Minnesota is often provided through area
mental health centers which serve several rural counties through
various- combinations of block grant funding and unit cost reim-
bursements provided by the counties which are cooperating to offer
these services. Counties with small populations must affiliate with
their public health nursing efforts in the development of cominuni-
ty health service plans involving population bases over 30,000 in
order to receive full formula funding and related state and commu-
nity health service monies available for local service delivery.
‘Southern Minnesota also represents the only two regional human
service/welfare delivery systems enabled under the Minnesota
Community Social Services Act of 1980, these being the F/M/W
Human Service Board including Faribault, Martin, and Watonwan
counties; and the Region VIII North Welfare Board including Lin-
coln, Lyon, and Murray counties. Each of these models generally
represents positive, cost effective service delivery options which
cannot be as effectively or as efficiently provided by the individual
counties involved in these cooperative regional ventures. At the
same time, few can dispute the fact that these cooperative models
perpetuate the location of regional service delivery options and the
related administrative consolidations that in many respects paral-
lel the agricultural and retail trade centers that gave contri%uted
to the economic and population declines of the smaller rural com-
munities in these regions. B : o

A conclusion one can draw would find comprehensive and cost ef-
fective regional health and human service delivery involving nega-
tive opportunity costs trade offs with respect to local accessability
and diversification of the economies in the smaller communities of
the regions being served. These trade offs can also bé considered in

relation to other ideas which rural communities and outstate coun-
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ment are required to plan for the consolidation of other required
functions of local government. Recent directives of the State Su-
preme Court have required regional consolidation of court services
and traditional court participation which was traditionally ren-
dered at a local count lev,l}j County assessment, county invest-
ment activities, and related functions traditionally performed by
Jocal units of government may face similar projects in a not too dis-
tant future if the rural population continues to decline. )

In considering my remarks, I realize that I have not stressed an
especially positive view about alternatives which involve the re-
gionalization of service delivery. Without a doubt, many grzater
Minnesotans recognize that these consolidations and related region-
al service delivery models will necessarily continue to develop. The
challenge is to seek the best alternatives, with appropriate local
input and participation whenever these plans are considered or im-
plemented. . ) o

~Many "individuals have contributed to the remarks that I am
sharing. One other important issue surfaces in nearly every conver-
sation regarding the delivery of education, health, and human serv-
ice programs that people in greater Minnesota are involved with.
The issue is: property tax financing of the programs which provide
services to the pecrp{e of Minnesota must be restructured. %‘he a7
county boundaries that were created more than a century ago, do
not render themselves to the property tax funding requirements in-
herent with the state and federal programs that are mandated for
delivery and administration at the local level. These funding prob-
lems are significantly aggravated by the current property tax base
decline that has occurred in greater Minnesota. The precipitous
drop in farm land values and related housing and business real
estate evaluation in southwestern Minnesota has elevated the issue
to a point of needing immediate attention. Everyone here today is
familiar with the examples that appear in the state’s news publica-
tions on a weekly basis. There are many situations in greater Min-
nesota which finds retirees or farm families who have planned on
retiring with income from property or planned to-take care of re-
maining debt with income generated from those properties. At this
time, these incomes in many cases will not sufficiently cover the
costs of the local taxes assessed on the properties involved. o

In summary, services to people will need to be more fully funded
by income tax financing. Funds that are made available on a per
capita basis through income tax redistribution, will best enable the
provision of present services. Additionally, formula funding based
on target population needs will best enable alternative service de-
livery  models to develop at the.most appropriate level, whether
this be in a concentrated locality or in a sparsely populated area
requiring regional cooperation and programming,

In summary, I would like to share that I am enthusiastic about
the potential for alternative service delivery development the
McKnight Foundation has afforded greater Minnesota through the
Initiative Funds. These monies will be used in partnership with
other private and public monies to fund nontraditional, regionally
focused projects which address current human distress needs.
Grassroots- participation was a principle the McKnight Foundation
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incorporated in its efforts to identify needs in greater Minnesota.
Grassroots participation was also involved in the development of
each Initiative Funds’ program plan. Grassroots participation is
also incorporated in the decision-making processes through which
each Initiative Fund will award grants and make loans available to
the regions that being served. The same grassroots participation is
also essential to the success of any regional service delivery alter-
native which might be considered in an effort to help strengthen
the communities in greater rural Minnesota. Obviously, the Initia-
tive Fund concept is a very contemporary and perhaps nationally
unique example of the move towards “privatization”. Hopefully,
greater Minnesota will be in a position to take advantage of these
options through projects which blend private funds, public funds,
and the efforts of other nonprofit or church related organizations
in order to deliver a specific program in a region or in a broader
sense to strengthen rural Minnesota. ) ) ,

Again, I appreciate the opportunity to share these thoughts and
observations with you today. Let me stress again that these com-
ments are based on conversations that I have had the opportunity
to have with a variety of persons concerned about the future of
southwestern Minnesota. I will be happy to further elaborate on
any of the three human service delivery models that I have identi-
fied in conjunction with the comments which might follow the
presentations of the other panelists I have the honor to be seated
with. ‘
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QUESTIONS AND PROBLEMS

(By CJ. Hein) *

When we speak of alternative service delivery in rural areas we
are usually seeking a way to have the service provided by some or-
ganization or person other than the existing local government: ex-
amples are contracting out, co-production, and the use of volun-
teers instead of local government employees. It might be said that
the essential definition of alternative service is that it is not done
the traditional way. It is not done be letting the local government
hire employees and purchase equipment and then provide the serv-
ice using those employees and that equipment. So the essence of al-
ternative service delivery seems to be a diminished local govern-
ment, one that provides fewer services for its citizens. )

But we should note at this point that there is one major excep-
tion: the alternative service provided by the state government.
Minnesota is well known as a pioneer in alternative service deliv-
ery in metropolitan areas by the state government in the case of
the Twin Cities Metropolitan Council. The Council is an agency es-
tablished by the state government to provide additional services in
the metropolitan area, primarily the services of planning and co-
ordination that local governments had been unable to provide for
their residents. ) .

Another example of alternative service provision by the state
government and one which is principally visible in rural areas is
the state highway patrol. The patrol provides law enforcement
services on highways designated by the state government in both
urban and rural areas. I expect that most of us would agree that
the Patrol provided a high level of service on the rural highways
that it patrols, and that this is an additional service provided by
the state which beneifts residents in local government areas in
rural portions of the state. It should be noted the alternative serv-
ice delivery by a larger unit of government such as the state or na-
tional government seems to be more successful when it is providing
-a service the local government was unable to provide. An example
is the country agricultural extension service, a federal-state-local
joint effort that provided services not otherwise available from ex-
isting local government or private enterprise. Other federal serv-
ices such as the farm credit programs cr the REA have been more
controversial because the boundary between them and existing pri-
vate sector services were unclear. , : ,

I have spent this time on some of the implications of our defini-
tion of alternative service delivery because it leads me to what I
think should be the principal criterion by which we judge alterna-

i
* Professor emeritus, University of Missouri—Kansas City.
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tive service delivery proposals, namely does the proposed service
delivery add to the well being of the citizens of the rural local gov-
ernment, whether it be a county or a township or a village. If it
doesn’t leave the rural resident better off both in the short run and
in the long run, the alternative service delivery system offers
should not be adopted. , ,

Now that probably sounds to you like a truism—everybody
knows that, so why am I talking about It? But the fact is that we
accept a lot of proposals without looking carefully at some of the
underlying assumptions. ]

So I want to ask you to think for a few moments about the vari-
ous kinds of alternative delivery systems and about what values
underly the advantages claimed for them. What is it that contract-
ing out, increased use of service charges, co-production. Use of vol-
unteers, and other alternative delivery systems do for the local citi-
zen? Essentially, they make the citizen do more work or pay more
money to receive the same level of service that has been provided
in the past by his local government. And, in addition, most of the
time he does not receive the same level of service that would have
been provided by his local government. So one might ask in what
way does it improve the life of the rural resident to require him or
her to do more work and shoulder a greater share of the costs of
the service? We can talk more about that later if you want to dis-
cuss that point. But I conclude more work for the local resident is
xgot usually an improvement in his life, although for some it may
e,

If you look at the claimed advantages of many alternative service
delivery systems, you find they generally fall under two headings:
(1) economy and eéiciency, and (2) centralization. Both of those are
important values in American life, and applied sparingly they have
often led to improvements in our lives. But they are not among our
primary American values; at both the local and national levels our
community values are such things as life, liberty and the pursuit of
happiness, justice, equality, freedom. At the personal and family
level the primary-values are caring and giving of our care and time
and effort to those we care about. Centralization ‘and economy and
efficiency ‘are very secondary values at both the community and
the personal level. The reductionist nature of thess latter values
prevents them from ranking as high as the other values.

So in. determining how to deliver local government services in
rural areas we need to base our criterion of a better life for rural
residents on those values most important to those residents.

' THE PROVISION OF GOVERNMENTAL SERVICES IN RURAL AREAS

Most services provided by government are undertaken because
private enterprise cannot make a profit providing the service, If
private enterprise can package the service and se% it at a profit,
there is seldom any demand for government to provide that serv-
. ice. Examples are the services provided by plumbers, appliance re-
pairmen and auto mechanics. But there is also an element of how
important the service is to us. Some things are so important that
we don’t trust them to private enterprise, for example law enforce-

ment, _
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Looking first at the quality and cost of the services provided by
the private sector, I wonder how many of you are satisfied that the
services you have received in the past five years or so from plumb-
ers, appliance repairmen, and auto mechanics have been well done -
and done at minimum cost? Or if you're not the person at your
house who deals with these providers of services, have you heard
anything but complaints from the person who does deal with them?
I think we can safely conclude that there is plenty of room for im-
provement in the services provided to us by the private sector.

In comparison, what is your impression of the services provided
by firemen, emergency rescue units, and policemen? Most of you
don’t really know, because you haven’t called for one of those serv-
icemen in the past five years. If you received the service, it was
probably the unwelcome one of a speeding ticket or a parking
ticket. But people who have called for a fireman or a policeman or
an emergency rescue unit say they generally are pleased by the
service. Sometimes we think they should have arrived sooner, but
there is no comparison Latween their response time and that of the
plumber or appliance repairman.

So it is not at all self evident that services provided by the pri-
vate sector arz as good as those provided by local government em-
ployees. When citizens are asked about public services, they gener-
ally rate them as prompt, courteous, and efficient. In those rare in-
stances when policemen and firemen are not prompt and courte-
ous, there is a big hue and cry in the media. Probably our lives
would be better if we could get as much hue and cry about discour-
tesy and delay in the private sector. And most people do not feel
after wasting half a day trying to get the private sector to repair
something that it is an advantage that in a free market he can
always go to some other repairman.

Nor is it clear that the private sector is more efficient and eco-
nomical than local governments, although this is often assumed by
proponents of alternative delivery systems such as contracting out.

Let’s look at the service for which we have the longest experi-
ence with contracting out, the construction of public streets and
- highways by private contractors. This practice has usually provided
us with an excellent system of streets and highways, but there is
some doubt about how economical it is. Complaints of the high
public cost of highways are heard frequently from other segments
of the private transportation sector such as railroads and the water
transport industry. In addition, the trucking industry which uses
the highways also complains about the taxes they have to pay. We
may safely conclude that contracting out provides a good highway
system at a relatively high cost to taxpayers.

Over the past few years the new media have provided examples
of problems with the system of contracting out for highway con-
struction, namely the numerous cases of bid-rigging in which high-
way construction firms have either been convicted or pleaded no .
contest. The millions of dollars of taxpayers money squandered in
these bid-rigging situations is further evidence that contracting out
is not necessarily economical or efficient as a way of building high-.
ways.
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So on the score of both quality and cost, there is very little evi-
dence that contracting out to the private sector will provide better
service for residents of rural conimunities.

“ CAN WE TRANSFER METROPOLITAN AREA EXPERIENCE TO RURAL
COMMUNITIES

In those relatively few cases where evidence has been presented
‘that private sector performance of public services may be more eco-
nomical, it is not clear that the savings can also be achieved in
rural areas. ' ' ) , E

For example, the most thoroughly documented achievement of
efficiency in governmental services is in the collection of garbage
and trash in New York City, although similar results have been
cited for-Kansas City and some other large cities. By careful moni-
toring of costs and competitive bidding, cities have forced private
contractors collecting refuse to become more competitive, and con-
siderable efficiency in refuse collection has been achieved. Govern-
ment has provided the cost monitoring and has encouraged compe-
tition; the private sector has collected the refuse efficiently and
economically; _

But the secret of this success has been the concentration of cus-
tomers for refuse collection within a relatively small area so that
by picking up the refuse at each stop faster, costs have been
brought down dramatically. In rural areas, where the distance be-
tween each collection point is greater. A faster pickup will not
affect costs very much since the major cost is in the travel time
between pickup points. So the best we can do in rural areas is to
introduce a system of coproduction. That means the rural resident
puts his garbage and trash on his pickup truck and hauls it to the
collection station, where it is put into a large garbage truck which
at the end of the day hauls the collected material to the sanitary
landfill. What the rural resident contributes is fifteen to thirty
minutes of his time and the use of his vehicle for however many
miles he travels to and from the transfer station. So far we have no
studies showing that efficiencies in the collection procedures make
any great difference in the costs of refuse collection in rural areas
because the techniques used in metropolitan areas are not really
ttl;ansferable to rural areas. The economies of scale are just not
there.

The other example usually cited of improved cost effectiveness
from private sector provision of services is private provision of fire
protection services in Scottsdale, Arizona. If anyone here knows of
a study of cost effectiveness of private provision of fire protection
in a place other than Scottsdale, I would appreciate your pointing
it out to us, because it is a little embarrasing to be able to point
only to one example back in 1973 of any cost savings from using
the private sector. )

~But even in this case, it is not clear that we can transfer the
Scottsdale experience to rural communities. The essence of the cost
savings in Scottsdale in that highly trained volunteers are used to
replace professional full-time firefighters, and since the volunteers
are a cost only when they are actrial é‘ighting a fire, it is claimed

65-951 0 - 87 = 6
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that considerable savings are made. The volunteers are drawn pri-
marily from the other city employees of the city of Scottadale.

This experience is difficult to transfer to rural areas where they
have always used volunteers because full-time firefighting person-
nel are too costly. So cutting costs by a further use of volunteers
may not be possible. We may be able to train more rural residents
in fire fighting techniques and nsk them to purchase necessary
equipment out of their own funds so they can put out more fires
before the volunteer fire department gets there. This may or may
not improve the lives of rural residents. But in any case it seems
doubtful that the techniques used in Scottsdale can be transferred
to rural areas with any cost savings. —_

One more example of alternative service delivery that seems to
have been successful in metropolitan areas is the use of the neigh-
borhood watch system to help law enforcement officers. You ‘have
all seen those signs: “Neighborhood Watch Area: We Call the
Police.” The program gets residents actively involved in watching
out for their neighbors and for possible lawbreakers who might
come into the area. It provides more surveillance of an area at
almost no additional cost to government. o )

_But again, can we transfer this to rural areas? If we can believe
the people who write plays and novels and -short stories, people in
rural areas are already too nosey about their neighbors. Perhaps
gome of you who come from small towns felt constrained by the
neighborhood watchers in your youth. In any case, the secret of the
success of the neighborhood watch area is that they have intro-
duced into the big city the good old fashioned rural custom of
taking care of your neighbors. )

I recently drove along a township road in a sparsely settled part
of Minnesota and came across a neighborhood watch area sign at-
tached to a tree in the yard of a rural residence. Down the road
about a mile.I came across another residence that had the same
sign. But it is really not the same as seeing that on every third
house as you drive down a city street. The neighborhood watch sign
has less crime deterrence power in rural areas, even though it may
help some to deter crime,

CONCLUSION

My conclusion from this short look at some of the alternative
service delivery systems suggested in the literature is that they
have so far shown more promise in urban areas than in rural local
government areas. The principal efficiencies that they provide are
two: First, getting the citizen to participate by providing part of the
service himself, thus cutting the cost to the local government but
increasing the cost to the citizen in terms of time spent and work
done. Secondly, and much more rarely, the alternative makes the
professional . providing the service more efficient, thus providing
cost savir;Fs, this being done so far primarily for the service of
refuse collection, where the transfer of the economies to rural
areas is very difficult. 7 ,

I conclude we cannot expect much improvement in the lives of
- rural residents from either of these efficiencies, because they tend
%lfg CDiiilf% at the expense of the time and effort of the rural resident
1imself.
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WHERE HAVE ALL THE DOLLARS GONE?
(By Dr. Lee Kolmer) *

Where have the export dollars gone? Many people have puzzled
over that question. Even though we can trace what happened and
how it happened, we are still shocked by the fact that it happened
g0 quickly, from about $41B in 1980 to $28B in 1986. But it really
didn’t begin in 1980, it began back in the mid-1970’s when investors
in ‘nations such as Australia, Canada, Argentina and Brazil began
to invest in land, land development, fertilizer and machinery. That
is where some of our dollars went; to competing countries whose
investors believed, like we did, that a new era had dawned and
that the cost-price squeeze had been replaced by a permanent race
by producing nations to raise output enough to feed the expanding
world population. They also believed that U.S. furm policy, which
has placed a floor under world prices for a long time, would contin-
ue to do so even though world demand might weaken some for rel-
atively short periods, :
~ The expanding production and sales of other nations accounted
for some of the dollars. Another big chunk of dollars went into the
coffers of the oil-producing nations. Much of the expanding grain
sales of the 1970’s were financed by money loaned to third world
countries. The 1978-79 oil price shock created a serious dilemma
for many developing nations. They did not have sufficient foreign
exchange ‘to purchase both oil andy grain at the same volume as in
preceding years. Grain was the more dispensable commodity in
most cases. ] _ ] -

Another large bundle of dollars went to the public and private
banks. As the interest rates began to climb in 1980, large amounts
of dollars were diverted from grain and oilseed purchases to service
debt. The Federal Reserve decision in late 1979 to dampen inflation
by restricting the money supply led to rapidly increasing interest
rates, a dramatic reduction in the inflation rate and a booming
dollar. This was accompanied by record government spending and
deficits and a continuing inflow of off shore capital to finance U.S.
business and government. We have come full circle. In the late
1970’s, many Americans were deeply disturbed by our cheap dollar,
they felt a weak dollar described a weak economy. The dollar rose
to unprecedented heights, g0 high in fact that we have experienced
historically high trade deficits. The dollar has weakened during the
past few years but the trade deficits continue at record levels.

The dollar has weakened against the yen and EEC currencies,
but it continues to be strong against the Canadian, Australian,
Korean, Taiwanese and developing nation currencies, all competi-
tors and/or customers.

* Dean, College of Agriculture, lowa State University.
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The net result: ) o
A 50 percent decline in value in dollar value of U.G. agricul-
tural exports: $44 billion in 1980; $26 billion in 1986,
A 45 percent decline in volume of wheat exports: 49 million
metric tons in 1981; 26.5 million metric tons in 1986.

. A 30 percent decline in volume of feed grain exports: 69 mil-
lion metric tons in 1980; 48,6 million metric tons in 1986,

. A 85 percent decline in volume of soybean exports: 25.5 mil-
lion metric tons in 1981; 16.5 million metric tons in 1986 and
finally. ) - o -

Falling value of foreign currency per U.8. dollar: Index of 100
in 1980; Index of 148 in 1985; Index of 127 in 1986 and falling.

Except for.1983, the increasing value of the dollar combined with

the increasing capacity of competing nations resulted in a continu-
ous decline of gross export dollar value. Our economists predict
steady but modest volume increases during the next four years as
the dollar continues to decline. However, if these forcasts come to
pass, in 1990 we will have a dollar 10 percent more valuable than
-1t was in 1980 and U.S. agricultural export sale value 34 percent
lower than in 1980. This does not suggest that the recovery of
Iexport market sales is the solution to the U.S. excess capacity prob-
em.

We are all familiar with the impact of these vents upon farmers
and bankers but we hear less about the impact upon farm related
employment: , , ) )

The food industry is down; farm machinery is down; fabricat-

__ed metal is down; and agricultural services are steady.

This tells only part of the story. Most of the remaining workers
in farm-related employment are working for lower salaries or
wages with the concomitant reduction in living levles that has re-
sulted in reduced retail sales, lower sales and income tax revenues

"and a lower level of community services. ,

A chart showing number of retail businesses on main street
would also show significant decline. For many rural communities
without alternative non-agricultural related employment, the
impact has been disastrous. ) -

The present trend will continue until or unless our fiscal, agri-
cultural and social policies recognize that rural America is under-
going a traumatic restructuring that is very destructive to the lives
of many people and is a long way from over. If anyone doubts this,
I suggest a walk down the main street of rural county seat towns

in Minnesota, Iowa, Missouri, Nebraska and the Dakotas. Count
the vacant stores and talk to the merchants, the bankers and citi-
zens. Then go to the Court House and talk to the county officials.
The story is the same, fear, fear for their future as individuals and
as a community. Rural America is not the same, idyllic place de-
picted upon Norman Rockwell posters. , ,

_ Rather, it is a region in great distress with much pain and fear.
Our efforts at revitalization have assumed that farm income en-
hancement would provide the cure. It hasn’t worked that way. The
focus is too narrow. We .cannot achieve a vital non-metropolitan
economy by tinkering with farm income policy, export policy or
other strictly agricultural measures.
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An economic resurgence in rural America that provides econom-
ic opportunity and a reasonable quality of life for the people re-
quires a package of farm income, industrial employment and social
service policies that are coherent and coordinated. A set of policies
that have an overriding objective of increasing economic activity in
rural America that will lead to more employment opportunities
and a higher quality of life is required.
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INPUT COSTS OF CROP PRODUCTION IN IOWA
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SpECIALTY CROP MARKETING: AN ATTEMPT TO STABILIZE A RURAL
Economy
(By Otto Schmid) *

. The topic to be discussed in this paper_is a description of a
project undertaken by the Upper Minnesota Valley Regional Devel-
opment Commission, a rural planning and development organiza-
tion serving the five counties of Big Stone, Chippewa, Lac Qui
Parle, Swift, and Yellow Medicine in extreme west central Minne-
sota. The basic objective of the project was to establish a marketing
mechanism to serve local growers and grower’s associations in
identitiyingfand-develapingﬁ markets for specialty and high-valued
agricultural commodities. The marketing mechanism would act as
the agents for the growers and grower’s association directly mar-
keting these specialty products to several identified market areas.
The project was begun in the spring of 1985 and subsequently
- became an integral part of the regional commission’s work pro-
gram for fiscal year 1986 and the present fiscal year 1987. )

In preparation for this project, the UMVRDC undertook several
studies in 1981 and 1982 that identified several disturbing trends.
The Commission noted that although the rural economy appeared
to be quite stable, the outmigration of its population continued to
be a nagging problem and one that perhaps, was the harbinger of
future difficulties in the local economy. In 1983, the Commission
identified still another disturbing trend when it began to detect
farmers stress associated with high interest rates and falling com-
modity prices. The Commission went on record early indicating
that the future of its rural communities and main street businesses
was directly tied to the solvency of its farm families. After identify-
ing these trends and arguing with representatives of the adminis-
trations at both the federal and state levels that more attention
should be given to the future of the rural economy, the Commission
decided that it must take a more proactive stance in addressing the
economic crisis at hand. Representatives of the Commission, at ap-
proximately the same time, were being introduced to foreign trade
opportunities that were being discussed by the U.S. Department of
Commerce at several work shops. As a result of these discussions,
the regional commission embarked on its program of establishing a
marketing mechanism for our area farmers and to encourage the
area’s agricultural community to give serious consideration to crop
diversification. 7

The Commission reasoned that historically, the farmers are not
marketers. The Commission noted that traditionally farmers take
most of the risks associated with crop production but have not par-

* Executive director of the Upper Minnesota Valley Regional Development Commission and

chief executive officer of PAT International, Appleton, Minnesota,
17
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ticipated in the risk taking associated with marketing the fruits of
their labor. The Commission reasoned that as long as the farmers
maintained allegiance to production of traditional commodities and
those commodities continued to show low or no profitability for the
producer, it only made sense to investigate the market place to see
what additional opportunities may exist in the area of specialty
crop production. ) , . ] )

__With this in mind, the Commission sought assistance from the
U.S. Department of Commerce Economic Development Administra-
tion to underwrite the demonstration project leading to specialty
crop marketing. In August, 1985, a contract was entered into with
the Economic Development Administration whereby the regional
commission was awarded a $50,000 grant which was matched by a
$17,000 local cash contribution. The Commission agreed to investi-
gate the market place to determine whether or not opportunities
existed for crop diversification and to also investigate what type of
marketing mechanism could be established to serve area growers.
As a 7resu%t, it Feburary of 1986, the marketing entity referred to
as PdT International was incorporated in the State of Minnesota.
This marketing entity was formed with the sole purpose of acting
as marketing agent i%r farmers who were willing to produce spe-
c%lalty and high-valued agricultural commodities for the market
place. , o )

At approximately the same time, the Commission began to inves-
tigate the market place. It was a determination of those associated
with this project that the Commission should be extremely selec-
tive in identifying both domestic and international market areas
which may prove profitable to local growers. The Commission set
out to identify potential markets by demand and location. In order
to do this, the RDC staff approached many organizations ranging
from universities to world trade centers to find out what parts of
the global market place were purchasing western Minnesota agri-
cultural products. Historically, it was shown that much of the raw
commeodity grown in the western Minnescta area is shipped to the
west coast, then shipped to the East Asian market place. Although
the western Minnesota growing region is situated almost in a geo-
graphical center of the northern reaches of the continental United
States, it is in fact one of the largest major corn producing areas
between the Upper Midwest and the Pacific Northwest. The Com-
mission discovered that over 90% of its corn production ends up in
the international marketing main stream headed for the Pacific
Rim. The transportation linkages between the we=*ern Minnesota
growing region and the Pacific Northwest ports are excellent. The
ocean shipping time between the Pacific Northwest ports and the
Pacific Rim save many days in comparison to those provided to the
Gulf ports and even those found in California. This historical trans-
portation linkage to this major corn growing region of the north
central part of the United States led to the conclusion that the Pa-
cific Rim would be the market of choice. , ,

In further specifying this market, it was determined that the
countries of Japan, Taiwan, and Hong Kong would be further in-
vestigated. Contacts were then made with governmental respresen-
tatives of these three mentioned countries. Various trade organiza-
tions, world trade centers, and private sector marketing companies
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were contacted. Introductions were made to these organizations
concerning the nature and scope of the project undertaken by the
regional commission. Inquiries were algo made as to the advisabil-
ity and desirability of meeting representatives of these countries as
well as marketing associations and private sector marketing com-
panies. As a result, the RI2C determined that a trade mission to
the countries mentioned previously was desirable for the benefit
and future well being of the overall project. In late February and
early March, 1986, five individuals from the western Minnesota
region journeyed to Japan, Taiwan, and Hong Kong with an
agenda that would hopefully lead to the development of marketing
relationships with individual trade companies in those locales. The
trade mission was also instructed to identify specific speciality
crops in demand in these market locales and also seek an under-
standing as to whether or not there would be interest, in developing
value-adding activities associated with the proposed crop diversifi-
cation.

_The marketing misgion to these countries was quite unique in
that all five participants were either growers or ingividuals identi-
fied as experts in crop production and economic development ac-
tivities. The trade mission participants were mildly surprised that
they were able to gain audience with most of the major trade com-
panies in Japan and Taiwan. Governmental representatives in both
of these countries indicated they thought this was a most oppor-
tune time to introduce the idea of direct marketing to buyers in
their respective countries. Hong Kong proved to be another story,
in so much as the trade mission discovered that Hong Kong is truly
the gateway to the Peoples Republic of China. However, trade mis-
sion participants also discovered that the Peoples Republic of
China was interested in purchasing technolegy in order to enhance
their own agricultural production activities, .

Upon its return, the trade mission participants reported to the
general public as well as to the Commission membership in late
March and early April. If found the inhabitants of the countryside
were somewhat indifferent to the Commission’s attempt to identif'
the non-traditional commodities whaich held promise tpcf,prpﬁtabi,s
ity for the local growers. It was concluded that the mood of the in-
dividuals associated directly with agricultural production was one
of survival and not one of taking additional risks. The Commission
concluded, however, that the economic troublers being experienced
by the area’s farmers is exactly the reason the project should con-
tinue and all efforts should be made to completing sales which
should convince growers to more closely scrutinize the opportuni-
ties associated with the risk taking being proposed. It was deter-
mined by the leadership of the Commission what the marketing
entity had been formed, markets identified, and relationships es-
tablished with those organizations in foreign marketing entities
that held promise for future sales. S

Throughout the summer months, representatives of the
UMVRDC continued to promote PdT International as a viable and
legitimate marketing entity. Many inquiries were received from
persons interested in purchasing specific specialty commodities
from the marketing entity. However, no sales were made and
doubts began to set in as to whether or not the project’s main ob-
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jective could really be obtainable. Every time a lead was received
by PdT International it was discovered that the price that would
lead to profitability for the grower was a price that far exceeded
the competitiveness identified in the marketplace.

Shipping costs between the Upper Minnesota Valley Region and
the Pacific Rim began to increase at a most inopportune time. It
was deterinined early on that bulk shipping of specialty commod-
ities was r.ot desirable, consequently, the focus was towards con-
tainerized shipment from the grower's location. Although contain-
erized shipment guarantees the integrity of the product, it was
soon Jiscovered that the cost of positioning containers and the un-
familiarity of loading containers by local elevator operators and
other storage facilities presented many obstacles for the marketing
mechanism to overcome., However, when all is said and done the
bottom line is still price. Unless PAT could be competitive, even
thi)ugh it was marketing quality, it would not be able to make a
sale,

The pricing structure for specialty commodities is generally de-
termined by an old law of economics based on what the market
will bear. In order to present competitive prices in the market
place, the maketing entity began to develop a strategy whereby
growers would be consulted concerning their costs of production
plus a fair rate of return on their investment. The marketing asso-
ciation identified a 10-15 method which, hopefully, would lead to
profitability for the grower coupled with fair competitive market
prices. Those associated with this project began an educational pro-
gram which would hopefully lead to the realization on the part of
the producers that specialty crop marketing was not meant to pay
off the entire farm debt in one or two sales. The project has been
set forth to the grower as a long-term means of developing a
market base that would stabilize the ups and downs associated
with more traditional commodities. , )

A program of specialty crop production wag undertaken in the
summer of 1986. Selected growers were identified to participate in
a prototype crop production program underwritten by the State of
Minnesota’s Department of Agriculture, Although prototype pro-
duction might indicate that experimental crop production was the
major objective rather, specialty crops with a somewhat proven
track record were identified. These specialty crops included certain
edible beans, triticale, buckwheat, popcorn, lupines, and potatoes.
All of the aforementioned commodities were those identified to the
trade mission members in the visits to the East Asian market

place. ) o , )
PdT International along with the assistance of the Commission

continued to make its contacts both in the U.S. as well as the coun-
tries of Japan and Taiwan. These contacts even led to the repre-
sentatives of PAT International being invited to the reception being
given for the Taiwanese Procurement Mission that visited St. Paul,
Minnesota in September, 1986, Although this Procurement Mission
was purchasing traditional agricultural commodities such as soy-
beans, wheat and corn, the representatives of PdT thought it a
good idea to renew acquaintances with several members of the Po-
curement Mission whom they had met earlier on their visit to
Taiwan. One painful lesson learned by PdT while observing the
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opening of the bids of corn purchases was the extremely competi-
tive nature of the bidders but even more painfully the extremely
low price paid for the commodity in question. Even though the
price of the commodity was almost 30% below the going rate at the
local elevator, the Taiwanese indicated that they were somewhat
dismayed by the fact that U.S. agricultural products were much
higher priced than those provided by other agricultural producing
countries. This statement on the part of representatives of the Pro-
curement Migsion led PAT and those associated with this project to
a conclusion that the original intention of sticking to specialty crop
marketing made even more sense. It was reasoned that unless the
United States is willing to dump traditional commodities on the
market place, in essence freezing out our competitors, there seemed
to be no hope for the future as far as producing non-subsidized tra-
ditional crops in the market place at an affordable or competitive
price.

The marketing efforts continued and it was determined that a
subsequent visit back to the Japanese market place was in order.
This decision was partially made on the belief that by November,
1986, a sample sale of a commodity would be in the offering.
Indeed, when the return visit plans were being made a Japanese
trading company indicated to PdT that a quantity of buckwheat
was needed. Negotiations began in earnest in mid-October and by
early November, contracts were ready to be signed. Elation over
this first sale of a non-traditional commodity to a Japanese custom-
er was tempered by the fact that the profits realized from this
transaction were nil. Work was begun to complete the sale based
on the assumption and hope that the satisfied Japanese customer
would be back for even larger quantities of this particular commod-
ity. Quality product delivered to the Japanese market place is very
important to Japanese millers. The North American buckwheat is
often blended with domestically produced buckwheat. The Japa-
nese believe that buckwheat raised in Japan is second to none.
They therefore take exception to receiving poor quality buckwheat
from North America and China which leads in their estimation to
degradation of the end product through the milling process.

Although this project is in its very early stages, there is opti-
mism that local growers working together can indeed find their
niche in the market place. It is realized by all concerned that one
minor sale involving a single agricultural commodity does not turn
around the rural economy. However, it is the hope of all concerned
that Minnesota farmers from this one small corner of the state can
indeed show the way to others interested in participating in the
risks associated with marketing and profitability. This project is
not for all farmers, but then again it was never meant to be, We
begin to look to the future with an aggressiveness fostered by a
sense of mission.
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RurAL DEVELOPMENT: A SUMMARY OF STATE APPROACHES

(By Ilene Grossman, Director of Corporate Relations and Development, Midwest

Region, Council of State Governments)
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Access To HEALTH CARE 1IN RURAL AMERICA
(By Kevin M. Fickenscher, M.D.) *

I would like to express my sincere thank you to Senator Duren-
berger for initiating the conference on transitions in rural Amer-
ica. The transitions are substantial and involve multiple concerns
such as the future of the family farm, the impact of deregulation
on services in rural America and other topics which have been dis-
cussed at this conference. In particular, I believe it is essential that
we consider the multiple issues affecting the viability of health
care services in rural America. A recognition of the interrelated-
ness of hea!th services with other aspects of rural America is essen-
tial as policies are considered and debated.

Within the health arena there are several issues of general con-
cern which are generating substantial debate in the nation. These
issues include the continuing growth in the cost of health care, the
aging of our population, which represent a disproportionate per-
centage of the population in rural areas, increasing problems with
levels of uncompensated care, the viability of certain health insti-
tutions such as teaching hospitals and rural hospitals, and other
concerns. Although there are multiple areas we could address as
part of our topic, “Health Care: The Problem of Access in Rural
America,” I would like to restrict my remarks today to the concern
of health manpower. Within the context of the health manpower
question there are two areas which I believe require our attention.
First, the question of policy related to physician supply and its
affect on access to services in rural America must be considered.
Seeond and perha S more 1mportan ly, are the putentlal problerns

areas.

It is evident that increasing pressures to reduce federal spending
coupled with the attention in recent years on the recognition of a
physician surplus have focused greater attention on the need for
support of medical education programs. Although much debate has
been engendered, little consensus has emerged. As with many
public policy issues, the answer to the question “Does a physician
surplus exist and are the needs of the public being met?”’ depends
largely on one’s interests. Of specific concern today is the question
of whether or not an adequate supply of physician manpower is
available to rural America.

The federal government with its heavy debt and an Administra-
tion which is attempting to reduce federal responsibilities argues
that a surplus of physicians, de facto, exists. As a consequence, the
Administration supports efforts to reduce tax-financed support of

* Director, Center for Rural Health Services, Pnh:y, and Research; President, National Rural
Health Care Association.
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medical education, decreased federal obligations for programs such
as the National Health Service Corps; and, reduced support of fed-
eral loan programs for medical students. The American Medical
Association has been quite cautious during the course of these de-
bates and only recently supported a report recognizing that many
parts of the country have a “surplus of physicians regardless of
specialty,” It should be noted that the impetus for the report ema-
nated from urban areas and large metropolitan states. ,

Sixteen year ago, the Carnegie Commission on Higher Education
declared in a report, “The most serious shortages of professional
personnel in any occupation group in the United States are in
health services.” At that time there were 152 nonfederal physicians
for every 100,000 population. In the ensuing years, Congress in-
creased the federal investment in educating health professionals
and, as a result, bolstered the total supply of providers in a spectac-
ular fasions. By 1981, there were 199 physicians per 100,000; the
Department of Health and Human Services projects that the
number of physicians per 100,000 pupulation will increase to 285 in
1990 and to 260 by the year 2000. , ,

There is no question that federal health policy over the past two
decades has been successful in alleviating the overall shortage of
physicians which existed at the time a strategy of intervention was
first developed. Of interest to rural America is whether or not the
surplus of physicians has, in fact, diffused to areas which were pre-
viously underserved. Several studies have been conducted on the
issue and conflicting results are evident. The most prominent of
the studies has been the Rand study conducted by Schwartz and
Newhouse. Their assessment of the ci"i’ffusion of physicians to rural
areas was that substantial migration of physicians both of subspe-
cialty and primary care training has occurred over the decade of
the 1970s. There has been, however, substantial debate on the re-
sults of their study. Rather than critique the study as part of this
presentation, let me simply highlilght two of the major problems: (1)
there is some question of the applicability of the results due to the
inherent bias of the study when 57 percent of the nation’s non-me-
troplitan populations was excluded from the study; and, (2) the re-
tirement of physicians from communities was not counted as a de-
crease in the supply of physicians. There are several other con-
cerns but I believe it is sufficient to say that disagreement contin-
ues over the results of the study and the several efforts have been
initiated to re-examine the reults. In fact, a study specifically ad-
dressing the impact of diffusion. on rural America is currently in
progress and should be reported out in mid-1987. ) )

Although I cannot offer'you any new studies or data today to
support my contention that problems continue to exist in riiral
America, I believe there are several persuasive arguments support-
ing the notion that the problem has not been resolved. ,

First, we need to recognize that the physician surplus is primari-
ly in the subspecialty areas of medicine. As an example, the Gradu-
ate Medical Education National Advisory Council (GMENAC)
Report projected that we would have doubled the number of needed
pulmonologists and endocrinologists by the year 1990. It also pre-
dicted that the number of family physicians and general internal
medicine physicians would be about even with need. In fact, these
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projections appear to be relatively on target. The Department of
Health and Human Services recently recalculated the data basel
on a different methodology than used in GMENAC and predicted a
surplus of physicians that represented about 50% of the original es
timate, The surflus in that restudy also replicated the exces
number of specialty physicians. - 7 )
The type of physician we are training, I believe is equally—if no
more—important than the relative total number of physicians.
Subspecialists in hematology or cardiology or gastroenterology are
not well prepared to provide primary care services—especially in
rural areas. As a result, the surplus of these types of physicians
does not affect the supply of physicians available to rural Americ.
One of the major concerns with this question is that with increas
ing calls for a decrease in federal support of medical education, the
schools at greatest risk are the “primary care-oriented” medicil
schools that grew out of our national efforts to increase the supply
of physicians. The important point on this issue is that as we begin
the debate on cutbacks in medical education, we must guarantes
that attention is given to the continuing need for primary care
phyicians. If we return to the pre-1970s approach to medical educs
tion, we will be reconvening this conference in another 15 years to
discuss the impending shortage of physicians for rural America.
_A second issue that will have a dramatic effect on the question of'
physician diffusion to rural areas is the growth of the prepail
health sector. Dr. Alvin R. Tarlov who served as Chairman of the
GMENAC and is currently President of the Kaiser Foundation has
referred to the “compartments of medicine in practice” as a factor
that was not totally evaluated in GMENAC. The two ‘“‘compart-
ments” that were considered in the GMENAC report included the
fee-for-service and government-employed physicians. However, the
third compartment—prepaid health care through such programs as
Health Maintenance Organizations (HMOs)—was not considered as
part of the equation. I believe that this new category of practice by
physicians will have a substantial impact on the eventual location
and the practice patterns of physicians. We cannot simply apply
prepaid physicians standards to rural populations in aggregate
without considerations of time, distance and support service avail
ability. To compare the projected physician to population need of a
large urban area using prepaid services with the same population
base spread over 50,000 square miles does not seem reasonable. Ye!
such an analysis recently occurred in the national medical litera
ture,
__ As part of our program at The Center for Rural Health Services,
Policy and Research of the University of North Dakota, we provide
a variety of services for rural communities and health systems,
One such service is physician recruitment and placement. Over the
last 18 months we have noted a subtle and alarming trend among
young graduates of primary care residency programs. Increasingly,
these young physicians are being offered opportunities to stay in
the city, on a salaried position with a prepaid health system, In
effect, these physicians have become the desired commodity for the .
HMOs as they attempt to keep costs down and provide a range of
services. General Internists and Family Physicians from a produc-
tivity standpoint can see more patients, handle more problems, and
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are more vinitile 11 different situations theman their more specialty-
oriented cantorpae=ts. As a result, the prep=aid health systems are
actively retiting &he very type of physiciax—=x most needed for rural
America, Wirecermtly had 2 young physiciEan who was offered a
substantiallry & xd a three year guarante=e by a rural communi-
ty and a owyear guarantee and far less :salary in Minneapolis.
Needless towy, th e young physician took the urban opportunity
because of !l call =schedule and other factozzs despite the fact that
the rural cmmuniey in my estimation repre=sented one of the best
opportunitisin rur-z1 North Dakoka. . ,
Another futor is the age of physicians in  rural America. Within
the speciallof fanily practice/general pra=ctice there is a dispro-
portionate mmbet «©f physicians who are in.  their late 508 and 60s
and 30s. Thre are  less physicians in the agee cohort of 40 to mid
50s. If we enmine £khe rural physicians, the older physicians repre-
sent a largiprcend of the practicing physic=ians. As a result, over
the next deuds wheen these older physicians - enter an era of retire-
ment, deathmd disability, there may poss=ibly be an insufficient
supply of youger fea ynily physicians taking tEkeir place. 7
Despite thu prok>lems, there are some possitive signs on the hori-
zon for rurilheslthe care, I am quite excited about the potential of
new and eviling teechnologies on the practic—e of medicine. Specifi-
cally, the W of computers in medical pmeactice and the rapid
growth of outgatie’nt laboratory capability m:=ake it possible to prac-
tice state ofthe art xmedicine in rural Americ=a. If we as a natin can
continue tompport. programs which foster the education of pri-
mary care fhsiciara s, the needs of rural Anmerica will be met over
the next detis, Ho-wvever, by listening solels= to arguments on phy-
sician supply whiche reflect the status of ur=ban America, we will
not redregs the coratinuing need for physic=ian services in rural
America. Aiuden® who grows up in Chiexago, goes to medical
school and msidenc=y in C%ricago, subs}aeciaglizes in oncology and
marries a Chingo-beorn spouse will not likels= make it to Ada, Min-

nesota, ) o ) _ ]
Before summariziaag, I would like to sharee with gou a problem
oility of rural

that will huwe im'?@rtant ramifications orx. the abi
health systems to d eliver quality health car—e. Specifically, in the
past severalmnths representatives of the 4= merican Hospital As-
sociation Ceiter for Small and Rural Hospi=tals and the National
Rural HealthAssocization have noted increasi- mg concern among the
members oni poteenartial nurse shortage. The problem of nurse
shortages hajlaguesd us on an episodic basiss over the past several
decades. Ther appe=ars to be a major problex—n on the horizon. The
problem iy epicially- alarming given recent cBhanges which have oc-
curred withiithe creaditialing process of nursess,

The State Nortt Dakota was the first =state in the nation to
require thatnrses receive a baccalaureate eclegree (i.e. four years
of training) f gractige nursing, No longer wil81 the two year Associ-
ate degree ml threee year Diploma degree nurse be allowed to
practice aftern cettzzin period of time. This change could have a
substantia] inpact o the availability of hurseses in rural areas. Bac-
calaureate nues h=ave not traditionally ente=red practice in rural
areas. A rewil review of nurses practicing Sin North Dakota con-
ducted by thiCenter- for Rural Health Sericesss, Policy and Research
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revealed that only 25% of the baccalaureate nurses practice in
rural areas of the state. The statistic is particularly alaming when
it is coupled with the fact that 45 of the 53 hospitals in the state
are located in the rural areas. Clearly, there is a disproportionate
maldistribution of baccalaureate nurses practicing in urban areas
of the state. | 7 )

A second factor in the nursing equation is that many nurses are
specializing in areas of nursing that cannot be supported in rural
areas. As an example, many young nurses—like their physician
counterparts—are entering practice in such fields as coronary care
nursing, obstetrical nursing, renal dialysis and other subspecialized
fields. Nurses with this type of training are not well prepared and
cannot practice in the “general or primary care” style of practice
required in rural settings. In fact, only two rural nursing Masters
level programs exist in the nation and very little emphasis has
been placed on rural nursing y the educational programs offering
undergraduate baccalaureate degrees. The change to baccalaureate
degrees for licensure to practice nursing coupled with increasing
subspecialization within the nursing profession will—I believe—
have grave consequences for the delivery of health care in rural
areas of our nation. These issues deserve the special attention of
our policy makers in the coming months and years.

In sum, there appears to be continuing problems with maintain-

ing an adequate supply of primary care physicians for rural Amer-
ica, Although a physician surplus is clearly present, the diffusion
and availability of primary care physicians has not occurred. Con-
tinued efforts will be required to insure that an adequate supply of
physicians is sustained for rural America. Finally, we must not ne-
glect the question of nursing manpower. There are some initial
concerns being expressed by administrators in the field that a short

supply of nurses could occur in the next year or two. In particularl,
the problem is of concern due to the evolving changes in licensure
requirements for nurses to practice. The change in these require-
ments will not doubt spread to other states since the goal of the
baccalaureate level requirement for all registered nurses is a stated
objective of the nurse professional organizations.

I would like to express my sincere appreciation to you for allow-
ing me the opportunity to share prespectives with you on questions
related to health manpower for rural areas. As you are aware, the
Natinal Rural Health Association is concerned that the ‘“rural per-
spective” be considered in the debate on directions for our health
care system. In particularly, your continuing support and willing-
ness to ehar the rural health perspective is most appreciated.
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